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Title  24 — Housing  and  Urban  Development 

CHAPTER  VII— NEW  COMMUNITY 
DEVELOPMENT  CORPORATION 

SUBCHAPTER  C— ASSISTANCE  FOR  NEW 
COMMUNITIES— 1970  ACT 

(Docket  R-77-4161 

PART  710— FINANCING  PRIVATE  NEW 
COMMUNITY  DEVELOPMENT 

PART  720— FINANCING  PUBLIC  AND 
PRIVATE  DEVELOPMENT 

On  August  25, 1976,  at  41  FTl  35978,  the 
Department  published  proposed  rules 
implementing  Title  VTI  of  the  Housing 
and  Urban  Development  Act  of  1970 
(Part  B  of  the  Urban  Growth  and  New 
Community  Development  Act  of  1970), 
42  U.S.C.  4511  (the  Act)  and  invited  pub¬ 
lic  comment  until  September  23,  1976. 
Six  comments  were  received  and  each  has 
been  duly  considered  by  the  Department 
in  developing  this  final  rule.  The  rule,  in 
addition  to  the  inclusion  of  several  sub¬ 
stantive  changes  indicated  herein,  re¬ 
flects  a  variety  of  minor  editorial  corret 
tions  and  several  definition  changes  to 
clarify  the  intent  of  language.  Fbllowing 
is  a  summary  of  comments  received,  to¬ 
gether  with  a  discussion  of  the  disposi¬ 
tion  of  each. 

One  comment  noted  that  section  5  ol 
the  National  Foundation  on  the  Arts 
and  Humanities  Act  of  1965  was  (Hnitted 
from  the  list  of  Federal  programs  eligible 
for  supplementary  grant  assistance,  con¬ 
tained  in  §  720.1(b)  (2)  (i)  of  the  regula¬ 
tions.  §  720.1(b)  (2)  (i)  has  now  been 
amended  to  correct  this  omission. 

Another  comment  suggested  adding 
historic  resources  to  the  list  of  factors 
under  §  720.17(c)  (1)  to  be  considered  in 
evaluating  a  project  for  environmental 
impacts  and  adding  Executive  Order 
11593  to  the  list  of  relevant  statutes  and 
regulations  under  §  720.17(c)  (2)  with 
which  project  planning  and  develop¬ 
ment  must  comply.  These  additions  have 
been  included.  However,  a  further  sug¬ 
gestion  that  a  statement  be  included  in 
the  rule  to  the  effect  that  even  when  an 
environmaital  impact  statement  is  not 
reqiiired,  compliance  with  Federal  laws 
and  regulations  protecting  historic  re¬ 
sources  is  still  necessary,  was  not  ac¬ 
cepted  since  it  would  be  superfluous  in 
light  of  the  detailed  and  comprehensive 
reauirements  in  S  720.17. 

Another  comment  suggested  amending 
the  first  sentence  of  §  720.16  to  require 
Developers  to  secure  Federal  as  well  as 
State  and  local  governmental  approvals. 
Such  comment  has  been  accepted  and 
S  720.16  has  been  so  amended. 

A  oanment  was  received  expressing 
concern  regarding  the  inflationary  im¬ 
pact  of  the  proposed  rule  to  the  extent 
that  the  Program’s  costs  may  exceed  the 
resultant  benefits  and  urging  the  Depart¬ 
ment  to  temporarily  postpone  the  expan¬ 
sion  of  guarantees  in  the  new  communi¬ 
ties  area.  Tlie  authority  for  the  Secre¬ 
tary  to  guarantee  principal  obligations 
in  an  aggregate  amount  of  up  to  $500 
million  is  derived  from  the  Act  rather 
than  from  the  proposed  rule,  which  is 
designed  to  implement  the  law  in  a  man¬ 
ner  which  achieves  the  purposes  of  the 


Act  and  best  protects  the  security  inter¬ 
ests  of  the  United  States.  As  stated  in  the 
preamble,  the  proposed  rule  applies  only 
to  existing  approved  projects  and  does 
not  alter  the  current  moratorium  con¬ 
cerning  new  project  applications.  Accord¬ 
ingly,  the  above  comment  appears  mis¬ 
directed  and  is  not  relevant  to  the  pro- 
ix)sed  rule. 

Another  comment  objected  that  the 
proposed  rule  perpetuates  rather  than  re¬ 
solves  the  problems  encountered  in  ad¬ 
ministering  the  program  to  date  and  fails 
to  define  the  role  and  responsibility  of 
the  various  parties  involved  in  a  new 
community  project  so  as  to  limit  the 
Secretary’s  administrative  discretion. 
Further  criticism  is  made  of  the  failure 
of  the  proposed  rule  to  recognize  the  dual 
Developer  concept  as  a  basis  for  clarify¬ 
ing  the  relationship  between  public  and 
private  interests  or  to  define  the  role  of 
State  and  local  government  in  a  new 
community  project.  In  that  regard,  an¬ 
other  commentator  suggested  that  the 
Regulations  require  specific  delineaticm 
of  a  program  or  process  to  achieve  coop¬ 
eration  and  coordination  with  relevant 
public  entities  as  a  basis  for  establishing 
“reasonable  assurance’’  of  necessary  fu¬ 
ture  approvals  and  support  from  such  en¬ 
tities.  In  addition,  the  comment  criti¬ 
cized  the  proposed  rule  for:  (1)  failing 
to  address  the  issue  of  inter-agency  co¬ 
operation  and  its  relationship  to  new 
communities;  (2)  making  no  provision 
for  resolving  conflicts  between  the  vari¬ 
ous  parties  involved  in  a  new  community 
project;  and  (3)  failing  to  clarify  the 
basis  for  approving  transactions  between 
a  Developer  and  Interested  Persons. 

The  rule  being  adopted  substantially 
revises  the  July  31,  1971  notice  of  pro¬ 
posed  rulemaking  to  reflect  the  operating 
experience  of  the  Department  since  pas¬ 
sage  of  the  Act.  However,  many  of  the 
problems  encoimtered  can  only  be  dealt 
with  effectively  in  the  context  of  a  spe¬ 
cific  project,  and  it  would  be  inappropri¬ 
ate  to  deal  with  such  issues  by  regula¬ 
tion.  The  rule  now  foUows  the  Act  in  de¬ 
fining  the  role  and  responsibility  of  vari¬ 
ous  parties  involved  in  a  new  community 
and  establishes  general  criteria  for  deter¬ 
mining  the  eligibility  of  a  project  for  as¬ 
sistance  and  specific  factors  to  be  consid¬ 
ered  in  evaluating  a  particular  element 
of  the  plan  or  program  against  require¬ 
ments  of  the  Act.  To  the  extent  possible 
and  desirable,  the  rule  now  provides  for 
the  resolution  of  conflicts  under  §  720.66, 
Remedies  of  the  Secretary.  The  final  rule 
does  not  specifically  recognize  the  dual 
Developer  concept.  It  does,  however, 
stress  the  need  for  coordination  and  co¬ 
operation  between  a  proviate  Developer 
and  affected  governmental  entities  and 
permits  maximum  flexibility  in  structur¬ 
ing  an  appropriate  governmental  role 
which  could  involve  such  a  concept.  In 
view  of  the  varying,  but  normally  limited, 
ability  of  local  officials  to  commit  local 
governments  to  a  course  of  action  over 
the  fifteen-  to  twenty-year  development 
period  for  a  new  community,  it  was  felt 
that  the  impositiMi  of  requirements  be¬ 
yond  those  stated  in  §  720.16  would  be 
unrealistic.  The  issue  of  inter-agency  co¬ 


operation  in  relation  to  new  communi¬ 
ties  is  outside  the  scope  of  this  rulemak¬ 
ing.  'The  related  comment  contemplates 
executive  federal  action  at  a  level  higher 
than  this  Department.  While  the  De¬ 
partment  is  now  exploring  alternatives 
for  fostering  such  cooperation,  it  is  not 
appropriate  to  defer  action  on  this  rule 
pending  the  outcome  of  such  efforts.  De¬ 
tailed  procedures  and  criteria  for  ap¬ 
proving  Interested  Person  Transactions 
are  set  forth  in  detail  in  a  HUD  Hand¬ 
book  which  was  issued  in  January  1977. 

A  finding  of  inapplicability  of  section 
102(2)  (C)  of  the  National  Environmen¬ 
tal  Policy  Act  of  1969  has  been  made 
pursuant  to  HUD  Handbook  1390.1.  The 
envircKimental  inapplicability  statement 
is  available  in  the  Office  of  the  Rules 
Docket  Clerk,  Room  10141,  U.S.  Depart¬ 
ment  of  Housing  and  Urban  Development 
in  Washington,  D.C. 

It  is  hereby  certified  that  the  economic 
and  inflationary  impacts  of  this  rule  have 
been  carefully  evaluated  in  accordance 
with  OMB  Circular  No7A-107. 

As  stated  in  the  Notice  of  Proposed 
Rulemaking,  on  January  14,  1975,  the 
Secretary  directed  that  the  processing  of 
applications  on  hand  and  the  acceptance 
of  applications  for  guarantee  assistance 
to  new  projects  be  suspended.  As  a  re¬ 
sult,  this  rule  applies  only  to  existing  ap¬ 
proved  projects  and  does  not  alter  the 
current  moratorium  concerning  new 
project  applications. 

Accordingly,  the  Secretary  hereby 
amends  ntle  24  by  (1)  revising  the  title 
of  Subchapter  B  to  read  “Assistance  for 
New  Communities — 1968  Act”,  (2)  revis¬ 
ing  the  title  of  Part  710  to  read  “Financ¬ 
ing  Private  New  Community  Develop¬ 
ment”,  (3)  adding  a  new  Subchapter  C, 
“Assistance  for  New  Commimities — 1970 
Act”,  and  (4)  adding  a  new  Part  720  to 
Subchapter  C  entitled  “Financing  Public 
and  Private  New  Community  Develop¬ 
ment,”  which  read  as  follows: 

SUBCHAPTER  B— ASSISTANCE  FOR  NEW 
COMMUNITIES— 1968  ACT 

PART  710— FINANCING  PRIVATE  NEW 
COMMUNITY  DEVELOPMENT 

Subchapter  C,  Part  720  is  added  to 
read  as  follows: 

SUBCHAPTER  C— ASSISTANCE  FOR  NEW 
COMMUNITIES— 1970  ACT 

PART  720— FINANCING  PUBLIC  AND  PRI¬ 
VATE  NEW  COMMUNITY  DEVELOP¬ 
MENT 

Subpart  A— Oanaral 

Sec. 

720.1  Statement  of  applicable  law. 

720.2  Definitions. 

720.3  Other  authorities. 

720.4  Program  Information. 

Subpart  B — Criteria  and  Standards 

720.10  Applicability  of  this  Subpart. 

720.11  Statutory  basis. 

720.12  General  criteria. 

720.13  Physical  plan  and  program. 

720.14  Human  service  delivery  system. 

720.15  Housing  and  population  balance. 

720.16  Governmental  reviews  and  approvals. 

720.17  Environmental  quality. 

720.18  Welfare  of  the  area. 

720.19  Area  planning  and  development. 

720.20  Advances  In  design  and  technology. 

720.21  Capacity  and  oWhershlp  of  the  De¬ 

veloper. 
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Sec. 

730.22  Equal  opportunity. 

720.23  Economic  feasibility  and  financial 

risk. 

720.24  Economic  base  and  growth  potential. 
720125  Financial  plan. 

720.26  Other  financial  review  criteria. 

720.27  Amount  of  Federal  guarantee. 

720.28  Debt  obligations. 

720.29  Security  for  the  guarantee. 

720.30  Escrow  account. 

730.31  Terms  of  guarantee. 

720.32  Other  financial  requirements. 

720.33  Accounting  standards  and  audit. 

720.34  Other  requirements. 

Subpart  C— nroeaduras  for  Application, 
Commltinent  and  Frojact  Agreement 

720.40  Applicability  of  this  Subpart. 

730.41  Inquiry. 

720.42  Pre-apollcatlon. 

730.43  Compliance  with  OMB  Circular  A-85. 

720.44  Application  for  assistance. 

720.45  Compliance  with  Natlonfd  Environ¬ 

mental  Policy  Act. 

730.46  Commitment. 

720.47  Project  Agreement  and  other  agree¬ 

ments. 

730.48  Issuance  of  guaranteed  obligations. 
720.40  Additional  guarantee  assistance. 

720.60  Projects  Initiated  under  the  New 

Communities  Act  of  1968. 

Subpart  D  Frojact  Execution  and  Manitortng 

720.60  Applicability  of  this  Subpart. 

720.61  Purpose. 

720.62  Inspection. 

720.63  R^>ortlng  requirements. 

720.64  Internal  monitoring  and  evaluation. 

730.65  Amendments  and  waivers. 

720.66  Remedies  of  the  Secretary. 

Subpart  E— Othar  Assistance 

720.70  ^pllcablllty  of  this  Su1h>&>^- 

720.71  Multiple  forms  of  assistance. 

720.72  Supplementary  grants. 

720.73  Community  development  block 

grants. 

720.74  Federally-assisted  housing. 

Subpart  F— Fee  and  Ctiargs  Schadula 

730.80  Applicability  of  this  Subpart. 

720.81  Fees  and  charges. 

AuTHoarrr:  Sec.  7(d)  Department  of  Hous¬ 
ing  and  Urban  Development  (42  DSC  3535 
(d) ) ;  Title  VI,  Housing  and  Community  De¬ 
velopment  Act  of  1974  (42  use  5201);  Title 
vn.  Housing  and  Urban  Development  Act  of 
1970  (Part  B  of  the  Urban  Growth  and  New 
Community  Development  Act  of  1970  (43 
U.S.C.4611).)  ' 

Subpart  A — General 
§  720,1  Statement  of  applicable  law. 

(a)  Purposes  0/ oct.  Tlie  declared  pur¬ 
poses  of  Part  B  of  the  Urban  Growth  and 
New  Community  Development  Act  of 
1970  (42  U.S.C.  4511-32)  are  to: 

(1)  Provide  Private  Devel(«)ers  and 
State  and  Local  Public  Bodies  (including 
regional  or  metropolitan  public  bodies 
and  agencies)  with  financial  and  otho: 
assistance  necessary  for  encouraging  the 
orderly  development  of  well-planned, 
diversified,  and  economically  sound  new 
communities.  Including  majen*  additions 
to  existing  communities,  and  to  do  sodn 
a  manner  which  will  rely  to  the  maxi¬ 
mum  extent  on  private  enterprise; 

(2)  Strengthen  the  capcu:ity  of  State 
and  local  governments  to  deal  with  local 
problems; 

(3)  Preserve  and  enhance  both  the 
natiual  and  urban  envlronmoit; 


(4)  Increase  for  all  persons,  partic¬ 
ularly  members  of  minority  groups,  the 
available  choices  of  locations  for  living 
and  woilflng,  thereby  providing  a  more 
Just  economic  and  social  oivironment; 

(5)  Encourage  the  fullest  utilization 
of  the  economic  potential  of  older  cratral 
cities,  smaller  towns,  and  rural  commu¬ 
nities; 

(6)  Assist  in  the  efficient  production 
of  a  steady  supply  of  residential,  com¬ 
mercial,  and  industrial  building  sites  at 
reasonable  costs; 

(7)  Increase  the  capability  of  all  seg¬ 
ments  of  the  homebuilding  industry,  in¬ 
cluding  both  small  and  large  producers, 
to  utilize  improved  technology  in  pro¬ 
ducing  the  large  volmne  of  well-deslgmed, 
inexpensive  housing  needed  to  accommo¬ 
date  population  growth; 

(8)  Help  create  neighborhoods  de* 
signed  for  easier  access  between  the 
places  where  people  live  and  the  places 
where  they  work  and  find  recreation; 

(9)  Encourage  desirable  innovation  in 
meeting  domestic  problems  whether 
physical,  economic,  or  social;  and 

(10)  Improve  the  organizational  ca¬ 
pacity  of  the  Federal  Government  to 
carry  out  programs  of  assistance  for  the 
development  of  new  communities  and 
the  revitalization  of  the  nation’s  urban 
&r0fts« 

(b)  Applicability  of  this  part.  Tbis 
Part  is  applicable  to  the  following  au¬ 
thorities  of  the  Secretary  (acting  through 
the  Corporation  for  the  purposes  of  para¬ 
graph  (b)  (1)  of  this  section)  imder  the 
Act  and  under  other  provisions  of  law, 
to  assist  new  community  Projects: 

(1)  ITie  guarantee  of  debt  obligations 
issued  by,  or  on  behalf  of.  Developers  for 
the  purpose  of  assisting  in  the  financing 
of  new  community  Projects; 

(2)  Making  supplementary  grants  for 
the  purpose  of  assisting  in  the  provision 
of  facilities  which  are  necessary  or  de¬ 
sirable  for  carrjring  out  Projects.  The  au¬ 
thority  to  make  such  grants  is  subject 
to  the  following  limitations: 

(i)  Supplementary  grants  may  be 
made  only  for  the  purpose  of  assisting 
in  the  provision  of  facilities  for  which 
grants  have  been  made  under  the  fol¬ 
lowing  provisions  of  law :  Section  3  of  the 
Urban  Mass  Transportation  Act  of  1964 
(49  U.S.C.  1602);  (23  UJ5.C.  120(a)) 
(highways  other  than  interstate) ;  sec¬ 
tion  19  of  the  Airport  and  Airway  De¬ 
velopment  Act  of  1970  (49  U.S.C.  1719) ; 
Title  VI  of  the  Public  Health  Service  Act 
(42  UB.C.  291)  (hospital  and  medical  fa¬ 
cilities)  ;  Title  n  of  the  Library  Services 
and  Construction  Act  (20  U.S.C.  355(a) ) ; 
section  5  of  the  Land  and  Water  Con¬ 
servation  Fund  Act  of  1961  (16  UB.C. 
460(1) ) ;  Title  VH  of  the  Housing  Act  of 
1961  (42  U.S.C.  1500) ;  section  702  or  703 
of  the  Housing  and  Urban  Development 
Act  of  1965  (42  U.S.C.  3102-3) ;  section  8 
of  the  Federal  Water  Pollution  Control 
Act  (33  U.S.C.  1281) ;  section  306(a)  (2) 
of  the  Consolidated  Farmers  Home  Ad¬ 
ministration  Act  (7  U.S.C.  1926(a)  (2) ) ; 
section  101(a)  (1)  of  the  Public  Works 
and  Economic  Development  Act  of  1965 
(42  U.S.C.  3131) ;  section  5  of  the  Na¬ 


tional  Foundatiem  on  the  Arts  and  the 
Humanities  Act  of  1965  (20  U.S.C.  954) . 

(ii)  No  supplementary  grant  may  ex¬ 
ceed  20  percent  of  the  total  eliglUe  costs 
of  providing  the  facility  for  which  the 
grant  is  made,  as  detenx^ed  by  the  Fed¬ 
eral  department  or  agency  which  makes 
a  grant  specified  in  paragraph  (b)  (2)  (1) 
of  this  section,  nor  may  the  total  Federal 
contribution  to  the  cost  of  the  facility 
exceed  80  percent  of  such  total  eligible 
costs; 

(3)  Providing  other  forms  of  assist¬ 
ance,  benefits  and  priorities  to  assist  in 
carrying  out  Projects;  and 

(4)  Assisting  Developers  in  securing 
other  assistance  to  Projects  which  may 
be  available  imder  other  Federal  laws  or 
under  State  or  local  laws. 

§  720.2  Definitions. 

For  the  purpose  of  this  Part,  the  fed- 
lowing  terms  shall  mean: 

Act.  Part  B  of  the  Urban  Growth  and 
New  Community  Development  Act  of 
1970,  as  amended  (Title  VH  of  the  Hous¬ 
ing  and  Urban  Development  Act  of  1970 
(42  U.S.C.  4511-32) ,  or  to  the  extent  ap¬ 
plicable  in  any  case  involving  a  new  com¬ 
munity  project  not  approved  under  such 
Title  vn.  Title  IV  of  the  Housing  and 
Urban  Development  Act  of  1968  (42 
U.S.C.  3901-14) . 

Actual  Cost.  The  costs  (exclusive  of  re¬ 
bates  or  discounts)  incurred  by  a  new 
ciHnmunity  Developer  or  a  Restricted 
AfOliate  for  Land  Acquisition  and  in  car¬ 
rying  out  the  Land  Dievelopment  assisted 
under  the  Act.  These  costs  may  include 
amounts  paid  for  labor,  materials,  con¬ 
struction  contracts,  land  planning,  en¬ 
gineers’  and  architects’  fees,  surveys, 
taxes  and  interest  during  development, 
organization  and  legal  expenses,  such  al¬ 
location  of  general  overhead  expenses  as 
is  acceptable  to  the  Secretary,  and  other 
items  of  expense  incidental  to  devel(:g>- 
ment  vdiich  may  be  approved  by  the  Sec¬ 
retary.  If  the  Secretary  determines  that 
there  is  an  identity  of  interest  between 
the  Develcmer  and  a  cmitractor,  there 
may  be  included  as  part  of  Actu^  Cost 
an  allowance  for  the  contractor’s  profit 
or  risk  in  an  amount  deemed  reason¬ 
able  by  the  Secretary. 

Board.  The  Board  of  Directors  of  the 
Corporatiem. 

Corporation.  ’The  New  Community  De¬ 
velopment  Corporation  estaUished  with¬ 
in  the  Department  of  Housing  and  Urban 
Develoixnent  undar  the  Act. 

Determination  of  Eligibility.  A  deter¬ 
mination  by  the  Secretary,  pursuant  to 
section  712  <A  the  Act  (42  U.S.C.  4513) 
that  a  Project  is  a  new  community  devel¬ 
opment  program  eligible  for  assistance, 
other  than  guarantee  assistance,  under 
the  Act.  The  provisiems  of  section  712  ap¬ 
pear  in  I  720.11. 

Developer.  Any  entity  approved  by  the 
Secretary  under  section  712(b)  of  the 
Act  and  the  Regulations. 

Development  Plan.  An  exhibit  to  the 
Project  Agreement  which  describes  the 
Project,  establishes  the  objectives  of  the 
Developer  and  specifies  its  undertakings 
with  respect  to  physical  and  social  ele- 
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ments  of  the  Project  over  the  develop¬ 
ment  period. 

Escrow  Account.  An  account  which  is 
security  for  the  sole  benefit  of  the  Secre¬ 
tary  consisting  of  the  proceeds  of  all 
guaranteed  obligations,  investments  and 
other  funds  as  provided  in  the  Project 
Documents. 

Financial  Plan.  A  document  contain¬ 
ing  projected  revenues  and  costs,  pre¬ 
pared  pursuant  to  §  720.25. 

General  Manager.  The  chief  executive 
officer  of  the  Corporation  or  any  duly  au¬ 
thorized  delegate. 

Indenture.  A  contractual  instrument, 
usually  called  Indenture  of  Mortgage  and 
Deed  of  Trust,  executed  by  the  Developer 
to  an  institutional  trustee,  identifying 
real  and  other  property  related  to  the 
Project  as  security  for  the  Secretary  for 
the  guarantee  of  debt  obligations  issued 
by  the  Developer  and  providing,  inter 
alia,  for  the  management  and  release  of 
such  security. 

Land  Acquisition.  The  acquisition,  as 
part  of  the  Project,  of  real  property  or 
any  interest  therein  and  the  removal  of 
liens  and  encumbrances  thereon. 

Land  Development.  The  process  of 
clearing  and  grading  land,  making,  in¬ 
stalling,  or  constructing  water  lines  and 
water  supply  installations,  sewer  lines 
and  sewage  or  waste  disposal  installa¬ 
tions,  steam,  gas,  and  electric  lines  and 
installations,  roads,  streets,  curbs,  gut¬ 
ters,  sidewalks,  storm  drainage  facilities, 
community  or  neighborhood  central 
heating  or  air-conditioning  systems  and 
other  installations  or  work,  whether  on 
or  off  the  site,  which  the  Secretary  deems 
necessary  or  desirable  to  prepare  land  for 
residential,  commercial,  industrial  or 
other  uses,  or  to  provide  facilities  for 
public  or  common  use.  Land  Develop¬ 
ment  includes  the  construction  of  public 
facilities,  but  does  not  include  the  con¬ 
struction  of  any  other  building  unless  it 
is  (1)  needed  in  connection  with  a  water 
supply  or  sewage  or  waste  disposal  in¬ 
stallation,  a  community  or  neighborhood 
central  heating  or  air-conditioning  sys¬ 
tem,  or  a  steam,  gas,  or  electric  line  or 
installation,  or  is  (2)  to  be  owned  and 
maintained  by  residents  of  the  new  com¬ 
munity  under  joint  or  cooperative  ar¬ 
rangements  approved  by  the  Secretary. 

Local  Public  Body  or  Agency.  Any  pub¬ 
lic  body  or  agency,  including  a  political 
subdivision,  creat^  by  or  imder  the  laws 
of  a  State  or  two  or  more  States,  or  a 
combination  of  such  bodies  or  agencies. 

Non~Project  Activities.  Activities  other 
than  Land  Acquisition  or  Land  Develop¬ 
ment  and  any  activity  directly  relat^ 
and  incidental  thereto  the  pajnnent  of 
which  qualifies  as  an  Actual  Cost. 

Person.  Any  individual,  corporation, 
partnership,  joint  venture,  association* 
joint  stock  company,  trust,  unincorpo¬ 
rated  organization,  or  other  entity,  with¬ 
out  regard  to  whether  such  entity  is  op¬ 
erated  for  profit,  not-for-profit,  or  any 
government  or  any  agency  or  political 
subdivision  thereof. 

Private  Developer.  Any  private  entity 
organized  in  a  form  satisfactory  to  the 
Secretary  for  carrying  out  one  or  more 
Projects. 


Project.  The  activities  and  undertak¬ 
ings  required  to  carry  out  or  otherwise 
deal  with  a  program  for  which  the  Sec¬ 
retary  has  provided  assistance  imder  the 
Act  or  for  which  a  Determination  of  Eli¬ 
gibility  has  been  made  and  in  which  the 
Secrecy  has  a  continuing  interest. 

Project  Agreement.  The  document 
which  governs  the  basic  relationship  be¬ 
tween  the  Developer  and  the  Secretary 
with  respect  to  the  Project. 

Project  Documents.  All  Project-related 
documents  required  to  be  executed  or  ap¬ 
proved  by  the  Secretary  in  relation  to 
any  specified  Project;  in  the  singular, 
any  such  document. 

Public  Developer.  Any  State  or  Local 
Body  or  Agency  with  authority  to  act  as 
Developer  in  carrying  out  one  or  more 
Projects. 

Regulations.  Hie  Regulations  duly 
adopted  and  promulgated  by  the  Secre¬ 
tary  under  the  Act. 

Restricted  Affiliate.  A  Subsidiary  re¬ 
stricted  in  its  business  operations  pursu¬ 
ant  to  the  Project  Documents,  sometimes 
referred  to  as  a  “Restricted  Subsidiary.” 

Revolving  Fund.  Hie  fund  established 
by  the  Secretary  pursuant  to  Section  717 
of  the  Act  for  the  purpose  of  making  au¬ 
thorized  program  expmditures. 

Secretary.  The  Secretary  of  Housing 
and  Urban  Development  or  any  duly  au¬ 
thorized  representutlve,  sometimes  re¬ 
ferred  to  as  “HUD”. 

State.  Any  State  of  the  United  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  any  territory  or 
possession  of  the  United  States,  or  any 
agency  or  instrumMitality  of  any  of  the 
foregoing. 

Subsidiary.  A  Person  of  whom  the  De¬ 
veloper  directly,  or  indirectly  through 
one  or  more  intermediaries,  has  control. 

Trustee.  A  bank  or  trust  company  ap¬ 
proved  by  the  Secretary  and  named  as 
trustee  under  an  Indenture. 

§  720.3  Other  authorities. 

(a)  Authority  of  the  Corporation.  Sec¬ 
tion  729(c)  of  the  Act  (42  U.S.C.  4532 
(c) )  directs  that  functions  of  the  Secre¬ 
tary  with  respect  to  guarantees  in  aid  of 
new  community  development  shall  be  ad¬ 
ministered  through  the  Corporation.  Ac¬ 
cording  to  the  delegation  of  authority, 
dated  March  1971  (36  PR  5304) ,  the  Cor¬ 
poration  performs  the  functions  and 
duties  and  exercises  the  power  and  au¬ 
thority  of  the  Secretary  with  respect  to 
Part  B  of  the  Act.  According  to  the  by¬ 
laws  of  the  Corporation  (24  CF^  700.1) , 
the  Board  has  general  supervision  and 
direction  of  the  Corporation  and  its  of¬ 
ficers. 

(b)  General  Manager.  The  General 
Manager  is  the  chief  executive  officer 
of  the  Corporation  and,  under  the  gen¬ 
eral  direction  of  the  Board,  has  responsi¬ 
bility  for  executive  management  of  the 
operation  of  the  Corporation. 

(c)  Establishment  of  the  New  Com¬ 
munities  Administration.  Hie  Secretary 
has  established  the  New  Communities 
Administration  to  perform  policy,  staff 
and  operational  roles  in  support  of  the 
Corporation. 

(d)  The  Administrator  of  the  New 
Communities  Administration.  An  Admin¬ 


istrator  appointed  by  the  Secretary  is 
the  chief  executive  officer  of  the  New 
Communities  Administration  and  is  re¬ 
sponsible  directly  to  the  Goieral 
Manager. 

§  720.4  Program  information. 

(a)  General  information.  Instructions 
for  applying  for  assistance  imder  this 
program  as  well  as  information  on  other 
Federal  programs  which  are  related  to 
the  establishment  and  development  of 
new  communities  may  be  obtained  from 
the  Administrator.  New  Communities 
Administration,  Department  of  Housing 
and  Urban  Development,  Washington, 
D  C.  20410. 

(b)  Other  publications.  Detailed  in¬ 
formation,  supplementing  these  Regula¬ 
tions  and  relating  to  planning,  operations 
and  management  of  new  community 
Projects,  is  also  available  in  HUD  hand¬ 
books  and  guidelines. 

Subpart  B — Criteria  and  Standards 
§  720.10  Applicability  of  this  Subpart. 

This  Subpart  sets  forth  the  policies 
and  requirements  which  shall  be  met 
before  Developers  and  Projects  may 
qualify  for  guarantee  assistance  under 
the  Act  or  for  a  Determination  of  Eligi¬ 
bility.  Developers  and  Projects  shall  also 
comply  with  applicable  Sections  of  this 
Subpart  during  the  term  of  any  Project 
Agreement  executed  pursuant  to  S  720.47. 

§720.11  Statutory  basis. 

The  basis  for  the  criteria  and  stand¬ 
ards  set  forth  in  this  Subpart  is  provided 
by  the  folowing  Sections  of  the  Act: 

Section  712.  (a)  A  new  community  devel¬ 
opment  program  is  eligible  for  assistance 
under  this  part  only  If  the  Secretary  deter¬ 
mines  that  the  program  (or  the  new  com¬ 
munity  It  contemplates)  — 

(1)  will  provide  an  alternative  to  dis¬ 
orderly  urban  growth,  helping  preserve  or 
enhance  desirable  aspects  of  the  natural  and 
urban  environment  or  so  improving  general 
and  economic  conditions  In  established  com¬ 
munities  as  to  help  reverse  migration  from 
existing  cities  or  rural  areas; 

(2)  will  be  economically  feasible  In  terms 
of  economic  base  or  potential  for  economic 
growth: 

(3)  wiU  contribute  to  the  welfare  of  the 
entire  area  which  will  be  substantially  af¬ 
fected  by  the  program  and  of  which  the  land 
to  be  developed  is  a  part; 

(4)  Is  consistent  with  comprehensive  plan¬ 
ning,  physical  and  social,  determined  by  the 
Secretary  to  provide  an  adequate  basis  for 
evaluating  the  new  community  development 
program  in  relation  to  other  plans  (Includ¬ 
ing  State,  local,  and  private  plans)  and  ac¬ 
tivities  Involving  area  population,  housing 
and  development  trends,  and  transportation, 
water,  sewerage,  open  space,  recreation,  and 
other  relevant  facilities; 

(5)  has  received  all  governmental  reviews 
and  approvals  required  by  State  or  local  law, 
or  by  the  Secretary: 

(6)  will  contribute  to  good  living  condi¬ 
tions  In  the  community,  and  that  such  com¬ 
munity  will  be  characterized  by  well  bal¬ 
anced  and  diversified  land  use  patterns  and 
will  include  or  be  served  by  tulequate  public, 
community,  and  commercial  faculties  (In¬ 
cluding  faculties  needed  for  education, 
health  and  social  services,  recreation,  and 
transportation)  deemed  satisfactory  by  the 
Secretary: 

(7)  makes  substantial  provision  for  hous¬ 
ing  within  the  means  of  persons  of  low  and 


FEDERAL  REGISTER,  VOL.  42,  NO.  30— MONDAY,  FEBRUARY  14,  1977 


RULES  AND  REGULATIONS 


9125 


moderate  Income  and  that  such  housing  will 
constitute  an  appropriate  proportion  of  the 
community's  housing  supply;  and 

(8)  will  make  significant  use  of  advances 
In  design  and  technology  with  respect  to 
land  utilization,  materials,  and  methods  of 
construction,  and  the  provision  of  commu¬ 
nity  facilities  and  services. 

(b)  A  new  community  development  pro¬ 
gram  approved  for  assistance  xmder  this  part 
shall  be  undertaken  by  a  private  new  com¬ 
munity  developer  or  State  land  development 
agency  a;^roved  by  the  Secretary  on  the 
basis  of  financial,  technical,  and  administra¬ 
tive  ability  which  demonstrates  capacity  to 
carry  out  the  pn^ram  with  reasonable  assur¬ 
ance  of  Its  completion. 

Sec.  716.  (a)  No  guarantee  or  loan  shall 
be  made  under  this  part  unless  the  Secretary 
has  determined  that  the  new  community 
development  program  represents  an  accept¬ 
able  financial  risk  to  the  United  States,  tak¬ 
ing  Into  consideration  (1)  the  financial  and 
security  Interests  of  the  United  States,  In¬ 
cluding  the  manner  In  which  the  developer 
proposes  to  finance  and  schedule  land  acqui¬ 
sition,  land  development,  and  marketing, 
and  (2)  the  public  purposes  of  this  part 
and  the  special  problems  Involved  In  financ¬ 
ing  new  communities.  Including  (1)  the  large 
amount  of  Initial  capital  required  to  finance 
sound  new  communities,  (11)  the  extended 
period  before  Initial  returns  can  be  expected, 
and  (111)  the  Irregular  pattern  of  cash  re¬ 
turns  characteristic  of  this  type  of  develop¬ 
ment. 

§  720.12  General  criteria. 

(a)  Internal  characteristics.  In  deter¬ 
mining  whether  a  proposed  Project  (oth¬ 
erwise  eligible  for  assistance  and  con¬ 
sistent  with  the  purposes  of  the  Act)  is 
a  new  community  within  the  meaning  of 
the  Act,  the  Secretary  will  apply  the  fol¬ 
lowing  general  criteria: 

(1)  It  must  be  designed  so  as  to  create 
a  newly-built  community  or  major  ad¬ 
dition  to  an  existing  community  which 
includes  most,  if  not  all,  of  the  basic 
services  and  facilities  normally  associ- 
£ited  with  a  city  or  town:  housing  (in¬ 
cluding  substantial  provision  for  housing 
for  persons  and  families  of  low  and  mod¬ 
erate  income),  transportation,  utilities, 
industry,  commerce,  open  space  and 
recreation,  education  and  h^th,  cul¬ 
tural  and  social  facilities  and  services. 

(2)  It  must,  dmlng  each  major  phase 
of  the  development,  combine  the  above 
components  to  acheve  a  well-planned 
and  harmonious  whole  that  is  socially 
balanced,  economically  sound  and  envi¬ 
ronmentally  attractive  as  a  place  to  live, 
work  and  play. 

(3)  It  must  provide  a  framework  for 
the  creation  of  a  substantial  number  and 
variety  of  jobs,  both  in  conjimction  with 
Project  development  and  construction 
activities  and  through  plans  for  the  in¬ 
clusion  of  sites  for  public  and  business 
enterprises  within  the  Project. 

(4)  It  need  not  be  completely  self-suf¬ 
ficient.  In  determining  balance  for  a 
given  Project,  consideration  shall  be 
given  to  the  adequacy  of  existing  or  pro¬ 
jected  develomnent  of  services  and  facili¬ 
ties  in  the  immediate  area.  However,  the 
Project  may  not  consist  of  housing  alone, 
or  housing  with  a  minimum  of  commer¬ 
cial  facilities  serving  only  the  immediate 
needs  of  people  for  neighborhood  shop¬ 
ping.  Nor  may  the  Project  be  predcuni- 


nantly  an  industrial  or  commercial  de¬ 
velopment.  with  a  minimum  supply  of 
new  housing. 

(5)  If  a  Project  is  proposed  as  a  major 
addition  to  an  existing  community,  the 
following  criteria  will  be  applied  to  de¬ 
termine  whether  the  Project  qualifies  for 
assistance  under  the  Act: 

(D  The  Project  plan  must  evidence 
careful  integration  of  the  proposed  Proj¬ 
ect  development  with  the  existing  de¬ 
velopment. 

(ii)  The  resultant  community  must  be 
of  substantially  higher  quality  and  de¬ 
signed  to  accommodate  a  sutetantially 
larger  number  of  housing  imits  and  re¬ 
lated  urban  functions  than  that  which 
existed. 

(b)  Urban  growth  considerations.  A 
Project  shall  provide  an  alternative  to 
disorderly  urban  growth,  or  so  improve 
general  and  economic  conditions  in  es¬ 
tablished  commimities  and  rural  areas 
SIS  to  help  stem  migration  therefrom  smd 
shall  in  any  event  help  to  preserve  or 
enhance  desirable  sispects  of  the  natursd 
and  urban  environment.  In  siddition  to 
criteria  set  forth  in  other  Paragraphs 
of  this  section,  the  following  fsictors  will 
be  considered  in  this  context: 

(1)  The  development  proposed  under 
the  Project  shall  be  significantly  superior. 
as  measured  by  environmental,  fiscsil  and 
other  impacts,  to  development  which,  in 
the  absence  of  the  Project,  would  be  like¬ 
ly  to  occur  in  the  area. 

(2)  The  Project  shall  provide  for  an 
increase  in  available  choices  for  living 
and  working  for  individuals  smd  families 
of  varying  incomes  smd  socisd  needs  so 
as  to  help  relieve  pressures  causing  (i) 
detrimentsd  smd  unnecessary  migration 
from  existing  cities  and  from  rural  aresis, 
and  (ii)  (mdue  concentration  of  popula¬ 
tion  by  income,  race,  and  lifestyle. 

(3)  The  foUowing  types  of  Projects, 
clsissified  by  functional  relationship  to 
the  processes  of  urban  growth,  may  be  sis- 
sisted  under  the  Act.  While  this  classifi¬ 
cation  reflects  commonly  accepted  cate¬ 
gories  of  Projects,  it  is  recognized  that 
a  particular  Project  may  exhibit  the 
characteristics  of  more  than  one  such 
category  or  may  not  specifically  fall  in 
any  of  them.  No  Project,  otherwise  eligi¬ 
ble  for  assistance  under  the  Act,  shall  be 
disqualified  solely  on  the  basis  failiure 
to  be  clearly  identified  under  one  of  these 
categories.  The  Secretary  and  the  Board 
may.  however,  accord  priorities  for  ap¬ 
proval  based  upon  such  categories: 

(i)  New  Town-In-Town:  Major  devel¬ 
opments  within  or  adjacent  to  existing 
cities,  on  vacant  land  or  land  requiring 
limited  redevelopment,  whose  purpose  is 
to  revitalize  existing  urban  centers,  sta¬ 
bilize  surrounding  neighborhoods  and 
provide  a  wide  range  of  housing  within 
easy  access  of  emidoyment,  commercial, 
recreational,  cultural,  and  other  facili¬ 
ties  and  amenities  within  such  urban 
centers; 

(ii)  Satellite  or  Suburban:  Projects 
located  within  or  close  to  metropolitan 
areas  which  serve  as  superior  alterna¬ 
tives  to  urban  sprawl  which  would  be 
likely  to  occur  in  their  absence; 

(ill)  Small  Town  Growth  Centers: 
Additions  to  smaUer  cities  and  towns. 


with  potential'  for  growth,  which  serve 
to  avoid  urban  sprawl  which  would  be 
lik^  to  take  place  in  their  absence,  or 
which  serve  to  prevent  economic  decline 
and  consequent  migration  to  metropoli¬ 
tan  areas;  and 

(iv)  Free-Standing:  Self-sufficient  de¬ 
velopments  remote  from  existing  urban 
centers,  which  may  provide  soxmd  com¬ 
munity  development  when  combined 
with  significant,  long-term  capital  in¬ 
vestment  in  hitherto  economically  un¬ 
derdeveloped  areas. 

(c)  Size.  The  Project  population,  den¬ 
sity  or  size  of  site  area  must  be  signif¬ 
icant  in  comparison  with  existing  devel¬ 
opment  or  communities  in  the  area  in 
which  the  Project  is  to  be  located,  but  no 
minimum  or  maximum  population  den¬ 
sity  or  size  of  site  area  is  prescribed.  Size 
and  boundary  determinations  may  be  in¬ 
fluenced  by  natural  features,  political 
boundaries  and  existing  development. 
Other  determinants  shall  be  considered, 
such  as  market  data  indicating  the  po¬ 
tential  for.  and  absorption  rate  of,  resi¬ 
dential,  commercial,  and  industrial 
growth,  through  an  extended  devel(H>- 
ment  period  necessary  to  result  in  a 
balanc^  and  mature  community. 

(d)  Access.  A  Project  shall  have  ac¬ 
cess  to.  highwa3rs,  airports,  and  other 
transportation  facilities  commensurate 
with  its  size  and  the  reasonably  antici¬ 
pated  requirements  of  its  population,  in¬ 
dustry  and  ccHnmerce. 

(e)  Relationship  to  surrounding  area. 
(1)  A  Project  shall  contribute  to  the 
social  and  economic  welfare  of  the  entire 
area  which  it  will  significantly  affect. 

(2)  Site  selection  and  internal  plan¬ 
ning  for  a  Project  shall  reflect  consid¬ 
eration  of  existing  and  planned  devel¬ 
opment  in  the  area  surrounding  the 
Project. 

(3)  To  the  extent  that  vital  needs  of 
the  Project  (such  as  energy  supply, 
transportation  access,  water  supply, 
waste  treatment  and  disposal,  etc.)  are 
dependent  on  linkages  with  facilities  and 
services  outside  the  Project  boundary, 
there  must  be  reasonable  assurance  that 
feasible  physical,  financial  and  institu¬ 
tional  methods  and  arrangements  are 
available  to  meet  such  needs. 

(4)  A  new  ccxnmunity  may,  as  appro¬ 
priate.  be  incorporated  as  a  separate 
municipality,  or  be  subject  to  the  juris¬ 
diction  of  an  existing  city,  town,  county 
or  other  political  entity. 

§  720.13  Physical  plan  and  program. 

(a)  General  requirement.  A  Project 
shall  include  a  general  physical  plan 
and  program  for  creating  and  main¬ 
taining  a  functional  and  pleasing  en¬ 
vironment  which  is  responsive  to  human 
needs. 

(b)  Factors  to  be  considered.  Among 
the  factors  which  the  Secretary  shall 
consider  in  the  evaluatiem  of  the  gen¬ 
eral  ph3rslcal  plan  and  program  are  the 
following: 

(1)  Suitability  of  the  site.  The  site 
must  be  suitable  for  the  proposed  uses, 
considering  its  location,  size,  topogra¬ 
phy.  microclimate  and  soil  characteris¬ 
tics.  and  there  must  be  a  harmonious  re¬ 
lationship  of  these  uses  with  sxirround- 
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ing  development,  including  protection  of 
such  uses  against  undesirable  effects 
from  the  area  surrounding  the  Prgject 
and  protection  of  the  area  surroimding 
the  Project  from  undesirable  effects 
from  the  Project. 

(2)  Interrelationship  of  plan  compo¬ 
nents.  The  various  elements  of  the  plan 
must  be  effectively  interrelated  through 
efficient,  imified  plans  for  land  use, 
transportation  and  circulation,  popula¬ 
tion  density  and  distribution,  employ¬ 
ment,  services,  recreation  and  other  ele¬ 
ments. 

(3)  Design  controls.  Adequate  controls 
and  incentives  must  be  included  in  the 
plan  and  program  to  create  efficient  land 
utilization  and  quality  urban  design,  and 
to  maintain  architectural  and  environ¬ 
mental  standards. 

(4)  Phased  development.  All  elements 
of  the  physical  plan  and  program  (in¬ 
cluding  housing,  industry,  utilities,  com¬ 
merce,  circulation  systefhs,  management 
of  uiideveloped  land,  institutions,  open 
siiace,  recreation,  service  delivery  sys¬ 
tems  and  special  features)  shall  be 
phased  on  a  schedule  compatible  with 
economic  feasibility  and  the  achieve¬ 
ment  of  social  balance  and  shall  be  co¬ 
ordinated  with  the  timing  of  Land  Ac¬ 
quisition,  Land  Development  and  disoo- 
sition  as  reflected  in  the  Financial  Plan. 

(5)  Consideration  of  alternatives.  Al¬ 
ternative  plans,  taking  into  account  en¬ 
vironmental,  social,  and  other  factors 
specified  in  this  part,  must  be  considered 
in  the  planning  process. 

(6)  Infrastructure  and  facilities.  The 
plan  must  contain  adequate  infrastruc¬ 
ture  and  other  public  and  private  facili¬ 
ties,  taking  into  consideration  Project 
needs,  recognized  standards  and  existing 
facilities  in  the  area.  These  shall  include 
commercial,  transportation,  recrea¬ 
tional,  educational,  health,  religious  and 
other  commimity  facilities  as  well  as 
utility  systems. 

(7)  Provision  for  handicapped  and  el¬ 
derly.  Buildings,  outdoor  areas  and  fa¬ 
cilities  must  be  designed  to  facilitate 
movement  and  self-sufficiency  of  the 
physically  handicapped  and  elderly. 

(8)  Adaptability  of  the  plan.  The  plan 
must  be  adaptable  to  the  various  needs 
and  alternatives  which  may  arise  as  the 
development  program  proceeds.  The  size 
of  the  initial  land  area  which  the  De¬ 
veloper  owns  or  controls  must  be  ade¬ 
quate  to  permit  the  construction  of  a 
comparatively  balanced  community 
shoidd  completion  of  planned  Land  Ac¬ 
quisition  prove  to  be  infeasible. 

(9)  Advances  in  design  and  technol¬ 
ogy.  The  plan  and  program  must  show 
that  significant  use  will  be  made  of  ad¬ 
vances  in  design  and  technology. 

§  720.14  Human  service  delivery  system. 

(a)  General  requirement.  The  Project 
shall  include  a  plan,  satisfactory  to  the 
Secretary,  for  delivery  of  human  services 
throughout  the  development  period  and 
must  provide  reasonable  assurance  of 
such  cooperation  of  public  and  private 
entities  as  may  be  necessary  to  <»rry  out 
the  plan.  Such  plan  shall  include  the  fol¬ 
lowing  components: 


(1)  Education.  High  qutdity  primary, 
secondary,  adult  and  vocational  educa¬ 
tion,  and,  as  feasible  and  appropriate,  in¬ 
stitutions  of  higher  education,  directed 
to  the  needs  of  population  groups  which 
the  new  community  is  likely  to  attract, 
making  maximum  use  of  advanced  meth¬ 
ods,  facilities,  curriculum,  and  equipment 
and  integrating  the  educational  system 
into  the  life  of  the  community. 

(2)  Health.  An  adequate  comprehen¬ 
sive  system  of  health  facilities  and  serv¬ 
ices,  accessible  to  new  community  res¬ 
idents  of  all  ages  and  incomes,  including 
ambulatory,  hospital  and  long-term  care, 
emergency  and  mental  health  services, 
care  for  the  elderly  and  the  mentally  or 
physically  handicapped,  public  health, 
nursing  homes  and.  where  feasible,  pre¬ 
paid  health  care  as  in  health  mainte¬ 
nance  organizations. 

(3)  Recreation  and  cultural.  Adequate 
recreational  and  cultural  facilities  and 
services  which  allow  (H>portunity  for  full 
participation  by  all  residents  of  the  Proj¬ 
ect  and  are  of  sufficient  variety  to  meet 
needs  and  preferences  of  all  residents  in¬ 
cluding  low  income  persons,  renters, 
minority  group  residents,  and  groups 
with  special  needs  such  as  youth,  the 
handicapped  and  the  elderly. 

(4)  Public  safety.  A  public  safety  sys¬ 
tem  to  provide  police  and  fire  protection, 
emergency  medical  services,  communica¬ 
tions  and  other  functions  necessary  to 
safeguard  persons  and  property. 

(5)  Oth^  services.  Other  services  and 
facilities,  including  child  care  centers,  in¬ 
formation  and  referral  systems,  man¬ 
power  development  programs,  religious 
institutions,  social  welfare,  counseling, 
libraries,  meeting  places,  advanced  tele¬ 
communications  systems,  and  other  serv¬ 
ices  identified  by  local  agencies  or  res¬ 
idents. 

(b)  Facilities.  The  plan  shall  provide 
for  the  appropriate  location  of  facilities 
needed  to  implement  the  human  service 
delivery  ssrst^  and  shall  demonstrate 
that  the  financing  of  such  facilities  (and 
programs)  through  public  and  Develop¬ 
er  resources,  as  they  are  needed,  is  fea¬ 
sible. 

(c)  Planning  and  implementation 
process.  The  plan  shall  provide  for  an  on¬ 
going  planning  and  implementation 
process  with  Local  Public  Bodies,  res¬ 
idents.  community  groups  and  private 
agencies  to: 

(1)  Analsrze  the  needs  of  the  popula¬ 
tion  projected  for  the  new  community  by 
relevant  subgroup  to  determine  the  di¬ 
versity  of  needs,  including  consideration 
of  needs  by  age,  race,  tenure  of  residents, 
sex.  national  origin,  religion,  marital  sta¬ 
tus,  family  size,  income  and  place  of  em¬ 
ployment; 

(2)  Develop  criteria  for  judging  alter¬ 
native  plans  for  facilities  and  services 
based  on  identified  needs ; 

(3)  Inventory  and  evaluate  the  quality 
of  existing  facilities  and  services  in  the 
surrounding  area  in  terms  of  ability  to 
expand  service  and  be  responsive  to  the 
needs  of  current  and  future  residents  of 
the  Project; 

(4)  Develop  plans  for  providing  the 
service  systems  discussed  above  to  meet 


FEDERAL  REGISTER,  VOL  42,  NO.  3(»— MONDAY,  FEBRUARY 


identified  needs  either  through  expansion 
of  existing  services  or  through  other 
means;  and 

(5)  Develop  systems  for  insuring  on¬ 
going  adjustment  of  plans,  coordination 
of  efforts,  and  evaluation  of  service  de¬ 
livery. 

(d)  Structure  for  provision  of  services. 

(1)  To  the  maximum  extent  possible,  the 
provision  of  services  should  be  the  re¬ 
sponsibility  of  Local  Public  Agencies, 
preferably  agencies  of  general  purpose 
units  of  government  rather  than  special 
purpose  districts. 

(2)  To  the  extent  necessary  to  meet 
and  maintain  the  standards  of  services 
contemplated  by  the  plan  for  the  Project, 
the  plan  may  provide  for  the  creation  of 
community  associations  to  provide  serv¬ 
ices  which  are  not  provided  by  Local 
Public  Agencies.  Such  associations  shall 
provide  for  membership  and  opportunity 
for  full  participation  by  all  residents  of 
the  area  which  they  serve.  To  the  extent 
that  such  associations  are  initially  con¬ 
trolled  by  the  Developer,  provision  ac¬ 
ceptable  to  the  Secretary  shall  be  made 
for  the  orderly  transfer  of  control  fnxn 
the  Developer  to  the  residents.  Provision 
shall  be  made,  as  may  be  appropriate, 
for  the  transfer  of  responsibility  for  de¬ 
livery  of  services  from  such  associations 
to  appropriate  government  imits  at  the 
earliest  feasible  time.  All  covenants 
creating  community  associations  and  all 
by-laws  governing  the  boards  of  directors 
of  such  associations  shall  be  approved 
by  the  Secretary. 

§  720.15  Housing  and  population  bal¬ 
ance. 

(a)  General  requirement.  A  Project 
shall  provide  for  the  development  and 
sale  of  land  in  accordance  vdth  a  plan 
and  program,  acceptable  to  the  Srore- 
tary,  which: 

(1)  Provides  for  a  variety  of  housing 
types  within  the  Project  to  accommo¬ 
date  persons  of  a  broad  range  of  inccxnes, 
ages,  household  ccxnposition  and  life¬ 
styles; 

(2)  Makes  substantial  provision  for 
housing  within  the  means  of  persons  of 
low  and  moderate  income,  which  housing 
shall  constitute  an  appropriate  propor¬ 
tion  of  the  Project’s  housing  supply  and 
of  each  major  construction  stage  there¬ 
of; 

(3)  Provides  for  a  broad  range  and  mix 
of  fflnployment  opporttmities  through  in¬ 
dustrial,  commercial  and  institutional 
enterprises  located  in  or  near  the  Proj¬ 
ect: 

(4)  Provides  an  opportunity  for  all 
persons  vdio  work  within  the  Project  to 
reside  therein;  and 

(5)  Provides  for  spatial  distribution  of 
housing,  by  type  and  price  range,  so  as 
to  avoid  excessive  concentration  of  low 
and  moderate  income  households  and 
affexd  all  residents  reasonably  equal  ac¬ 
cess  to  community  and  neighborhood  fa¬ 
cilities,  services  and  activities. 

(b)  Establishment  of  hoitsing  goals. 
(1)  Initial  goals.  A  Project  must  be  de¬ 
termined  by  the  Secretary  to  provide  a 
plan  for  Land  Development  and  sales 
which  will  result  in  an  acceptable 
amount,  phasing  and  mix  of  housing 
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based  upon  consideratlcm  of  the  follow¬ 
ing  factors,  except  that  in  no  case  shall 
the  amount  of  housing  within  the  means 
of  persons  of  low  and  moderate  income 
be  below  a  minimum  level  which  may  be 
determined  by  the  Secretary  to  be  neces¬ 
sary  to  meet  the  intent  of  the  Act: 

(1)  Projected  age.  household  compo¬ 
sition  and  incomes  of  persons  likely  to  be 
employed  within  or  near  the  Project, 
based  upon  the  employment  plan  and 
program  specified  in  paragraph  (c)(3) 
of  this  section  and  using  methods  of 
computation  acceptable  to  the  Secre¬ 
tary; 

(ii)  Current  and  projected  need  for 
housing  by  age,  household  size  and  in¬ 
come  for  the  region  and  market  area; 

(iii)  Impact  of  any  commitments 
which  may  be  required  of  the  Developer, 
in  connection  with  the  provision  of  low 
and  moderate  income  housing,  upon  the 
economic  feasibility  of  the  Proj^t;  and 

(iv)  Other  factors  (including,  but  not 
limited  to,  marketing,  economic  and 
social  factors)  as  the  Secretary  may 
determine  to  be  relevant  to  the  overall 
success  of  the  Project  and  its  consistency 
with  the  purposes  of  the  Act. 

(2)  Periodic  readjustment  of  goals. 
The  initial  housing  goals  shall  be  sub¬ 
ject  to  periodic  readj\>stment  by  the  Sec¬ 
retary  based  upon  consideration,  in 
addition  to  factors  specified  in  para¬ 
graph  (b)(1)  of  this  section,  of  the  fol¬ 
lowing  factors: 

(i)  Past  performance  and  experience; 

(ii)  Changes  in  the  income  of  low  and 
moderate  income  Project  residents; 

(iii)  Changes  in  supply  and  demand 
factors;  and 

(iv)  Such  other  factors  as  the  Secre¬ 
tary  may  determine  to  be  appropriate. 

(3)  Definition  of  low  and  moderate 
income.  As  used  in  this  Section,  low- 
income  refers  to  the  income  levels  of 
families  classified  as  “very  low-income 
families”  eligible  for  assistance  imder 
Section  8  of  the  United  States  Housing 
Act  of  1937  (42  U.S.C.  1437(f) ) ,  w  under 
any  program  designated  as  a  successor 
program  by  the  Secretary,  or,  if  no  such 
program  exists,  families  within  income 
levels  to  be  established  by  the  Secretary. 
Moderate-income  refers  to  the  income 
levels  of  families  classified  as  “lower  in¬ 
come  families”  eligible  for  assistance  un¬ 
der  the  said  Section  8  program,  or  imder 
any  program  designated  as  a  successor 
program  by  the  Secretary,  or.  if  no  such 
program  exists,  families  within  inc(»ne 
levels  to  be  established  by  the  Secretary. 
Churently  effective  income  levds  shall  be 
provided  by  the  New  Communities  Ad¬ 
ministration  upon  written  request. 

(c)  Program  for  achieving  housiTig 
goals.  The  Project  must  provide  for  a 
program  acceptable  to  the  Secretary 
which  provides  reasonable  assurance 
that  the  housing  goals  established  pur¬ 
suant  to  paragraph  (b)  of  this  section 
will  be  met.  Such  program  shall  include 
the  following  elements: 

(1)  An  obligation  of  the  Developer  to 
develop  land  in  accordance  with  the 
plan,  to  use  its  best  efforts  to  sell  such 
land  and,  in  connection  with  the  sale 
of  land,  to  bind  the  buyer  thereof  to  use 


such  land  to  provide  housing  in  accord¬ 
ance  with  the  plan; 

(2)  A  commitment  by  the  Developer 
to  undertake  such  other  actions  as  may 
be  determined  by  the  Secretary  to  be 
necessary  to  stssure  achievement  of  hous¬ 
ing  goals,  including: 

(i)  Seeking,  or  causing  others  to  seek, 
such  assistance  as  may  be  available  from 
Federal,  State  and  local  low  and  moder¬ 
ate  Income  housii^  programs; 

(ii)  Causing,  if  economically  feasible, 
unassisted  housing  for  low  and  moder¬ 
ate  income  persons  to  be  provided; 

(iii)  Reducing  lot  prices  and  making 
other  financial  contributions,  subject  to 
overall  limitations  of  the  latest  approved 
Financial  Plan; 

(iv)  Requesting  and  assisting  officials 
of  local  political  jurisdictions  to  take 
such  action  as  may  be  needed  to  achieve 
housing  goals; 

(v)  Complying  with  applicable  local 
property  and  construction  standards  and 
FHA  Minimum  Property  Standards; 
(MPS)  (HUD  4900.1,  4910.1,  4920.1  and 
493(M) .  and 

(vi)  Assuring  that  adequate  counsel¬ 
ing  services  related  to  home  mainte¬ 
nance  and  operation  are  provided  to 
assist  low  and  moderate  income  persons 
residing  in  the  Project. 

(3)  The  Project  shall  provide  for  a 
program,  consistent  with  market  con¬ 
siderations  as  set  forth  in  S  720.24,  to 
attract  a  mix  of  commercial,  industrial 
and  institutional  enterprises  which  will 
offer  employment  opportunities  for  per¬ 
sons  with  a  broad  range  of  skills  and 
other  qualifications,  including,  to  the 
maximum  extent  feasible,  employment 
opportunities  for  persons  of  low  and 
moderate  Income. 

(d)  Federal  housing  assistance  pro¬ 
grams.  It  is  the  policy  of  the  Secretary 
to  encourage  and  assist,  within  budgetary 
constraints,  the  construction  of  a  sub¬ 
stantial  number  of  housing  units  for 
persons  of  low  and  moderate  income  in 
approved  Projects.  Accordingly,  to  the 
extent  determined  by  the  Secretary  to  be 
necessary,  taking  Into  consideration 
am<mg  oth»  things  the  elements  set 
forth  In  paragraph  (c)(2)  of  this  sec¬ 
tion,  to  meet  the  then  current  annual 
housing  gocds  (as  determined  under 
paragriHPh  (b)  of  this  section,  for  provi¬ 
sion  of  low  and  moderate  inc<xne  housing 
within  the  Project) ,  the  Secretary  shall 
assure  that  approved  Projects  receive  a 
sufficient  sham  of  available  federal  as¬ 
sistance  during  a  given  fiscal  year. 

§  720.16  Governmental  reviews  and  ap¬ 
provals. 

The  Devel<H>er  shall  secure  all  Federal, 
State  and  local  governmental  reviews 
and  approvals  required  by  law  or  deter¬ 
mined  by  the  Secretary  to  be  necessary 
for  initiating  and  continuing  the  Project. 
To  the  extent  significant  Project  activi¬ 
ties  will  require  or  depend  upon  future 
{^provals  that  are  necessarily  imobtaln- 
able  at  the  time  an  offer  of  commitmoit 
is  made  or  a  Project  Agreonent  is  ex¬ 
ecuted,  reasonable  assurance  shall  be 
provided  that  such  approvals  will  be 
secured  in  a  timely  fa^cm.  as  ne«led. 
Unless  otherwise  specified  by  the  Secre¬ 


tary,  such  assurance  shall  include  the 
adoi^ion  by  the  governing  body  of  the 
unit  of  general  local  govemmoit  of  a 
res<dution  in  a  form  satisfactory  to  the 
Secretary,  approving  the  general  {dan 
for  the  dev^cHxnent  of  the  new  com¬ 
munity.  In  additicxi,  before  an  offer  of 
commitment  shall  be  accepted,  the  land 
proposed  to  be  developed  in  the  initial 
stage  shall  be  subject  to  specific  zoning 
which  permits  development  of  such  land 
in  accordance  with  the  Project  idans. 

§  720.17  Environmental  quality. 

(a)  General  requirement.  The  Project 
must  be  determined  by  the  Secretary  to 
contribute  to  the  preservation  or  en¬ 
hancement  of  desirable  aspects  of  the 
natural  and  urban  environment. 

(b)  Planning  and  execution.  All  tac- 
tors  affecting  the  environment  must  be 
considered  at  every  stage  of  planning 
and  execution  of  the  Project,  incuding 
site  selection  and  suitability  analyses, 
land  use  planning,  urban  design  and 
architecture,  engineering,  ccmstruction 
£md  management  The  effects  of  and  on 
probable  surroimding  development  shall 
also  be  considered. 

(c)  Factors  to  be  considered.  (1)  En¬ 
vironmental  components.  The  compo¬ 
nents  making  up  the  environment,  which 
must  be  taken  into  accoimt  in  preparing 
apidications  and  in  determining  whether 
the  Project  meets  environmental  require¬ 
ments.  include  without  limitation:  air. 
water,  energy,  biota,  geology,  historic  re¬ 
sources,  soils,  facilities  and  services,  spe¬ 
cial  physical  features,  climate,  safety, 
phsrsical  and  mental  health,  aesthetics, 
comfort  and  .lense  of  community. 

(2)  Relevant  statutes  and  regulations. 
Project  plamiing  and  development  must 
be  determined  to  be  in  compliance  with 
all  applicable  Federal.  State  and  local 
laws  and  ordinances  including,  but  not 
limited  to.  the  following  Federal  stat¬ 
utes,  regulations  and  guidelines  which 
establish  substantive  environmental  re¬ 
quirements  and  standards: 

(1)  National  Flood  Insurance  Act  (42 
U.S.C.  4001  et  seq.) ; 

(ii)  National  Historic  Preservation  Act 
of  1968  (16  Uj3.C.  470) ; 

(Ui)  Clean  Air  Act  (42  UH.C.  1857  et 
seq.) ; 

(Iv)  Water  Pollution  Control  Act  (S3 
UJB.C.  1251  et  seq.) ; 

(V)  HUD  Circular  1390.2,  Noise  Abate¬ 
ment  and  Control; 

(vl)  Archaeological  and  Historic  Pres¬ 
ervation  Act  of  1974  (16  U.S.C.  469) ; 

(vii)  Executive  Order  11593  (“Protec¬ 
tion  and  Enhancement  of  the  Cultural 
Environment”) ; 

(viil)  Advisory  Council  Procedures  on 
Historic  Preservation  (36  CFR  Part  800) 

(ix)  Safe  Water  Drinking  Act  of  1973 
(21  U.S.C.  349;  42  U.S.C.  201,  300f-300j- 
9); 

(x)  Energy  Policy  and  Conservation 
Act  of  1975  (IS  UH.C.  753  et  seq.) ; 

(xi)  Coastal  Z<me  Management  Act  of 
1972  (16  UH.C.  1451  et  seq.; 

(xli)  Solid  Waste  Di^Tosal  Act  as 
amended  by  the  Resources  Recovery  Act 
of  1970  (42  UH.C.  3259) ; 

(xiii)  Noise  Control  Act  of  1972  (42 
U.S.C.  4901-18) ;  and 
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(xiv)  Fish  and  Wildlife  Coordination 
Act  of  1958  (16  U.S.C.  661  et  seq.). 

(d)  Management.  To  assure  that  en¬ 
vironmental  quality  requirements  will  be 
achieved,  management  systems  and  con¬ 
trols  shall  be  instituted  to  provide  for  the 
monitoring  and  analysis  of  components 
of  the  Development  Plan  affecting  the 
environment,  particularly  major  changes 
in  environmental  impact  over  the  life 
of  the  Project.  Such  systems  and  con¬ 
trols  may  involve  coordination  or  par¬ 
ticipation  by  State,  regional  or  local  gov¬ 
ernment. 

(e)  Project  agreement  restrictions. 
Reservations  and  restrictions  which  are 
considered  by  the  Secretary  to  be  neces¬ 
sary  to  assure  the  achievement  of  en¬ 
vironmental  quality  objectives  shall  be 
incorporated  in  the  Project  Agreement. 

§  720.18  Welfare  of  the  area. 

The  Project  must  contribute  to  the 
welfare  of  the  entire  area  which  will  be 
substantially  affected  by  the  Project  and 
of  which  the  land  to  be  developed  is  a 
part.  Among  the  factors  which  the  Sec¬ 
retary  will  consider  in  determining 
whether  a  Project  meets  this  require¬ 
ment  are: 

(a)  The  estimated  fiscal  impact  of  the 
Project  on  local  xmits  of  government 
which  are,  or  will  be,  responsible  for 
meeting  the  on-site  and  off-site  needs 
for  public  facilities  and  services  gener¬ 
ated  by  the  Project.  In  determining  this 
impact,  both  the  estimated  expenditures 
and  revenues,  on-  and  off-site,  incident 
to  the  development  of  the  Project  will  be 
considered,  l^e  to  its  importance,  par¬ 
ticular  and  detailed  consideration  will  be 
given  to  the  fiscal  impact  associated  with 
the  provision  of  educational  facilities 
and  services; 

(b)  The  estimated  fiscal  impact  of  de¬ 
velopment  which  would  be  likely  to  occur 
in  the  absence  of  the  Project,  on  local 
units  of  government  which  would  be  re¬ 
sponsible  for  meeting  the  projected  on¬ 
site  and  off-site  needs  for  public  facili¬ 
ties  and  services  generated  by  such  de¬ 
velopment.  The  factors  Indicated  in  par¬ 
agraph  (a)  of  this  section  will  be  consid¬ 
ered  for  this  purpose;  and 

(c)  Other  benefits  and  costs  to  the 
area  generated  by  the  Project  such  as 
jobs  created  and  similar  economic  bene¬ 
fits,  increased  availability  and  accessi¬ 
bility  of  transportation,  commercial,  rec¬ 
reational,  health,  educational  and  other 
community  facilities  and  services,  and 
the  anticipated  overall  effects  of  the  new 
community  upon  the  quality  of  develop¬ 
ment  and  growth  of  the  area  as  a  whole. 

§  720.19  Area  planning  and  develop¬ 
ment. 

(a)  If  the  area  within  which  the  Proj¬ 
ect  is  to  be  located  is  covered  by  a  com¬ 
prehensive  areawide  plan  or  by  an  on¬ 
going  planning  effort  by  an  authorized 
agency,  the  Project  must  be  consistent 
with  such  comprehensive  plan  or  plan¬ 
ning  and  must  reflect  consideration  of 
any  economic  development  programs, 
physical  plans,  social  and  service  delivery 
plans  and  programs,  and  public  works 


programs  of  relevant  Federal,  State,  re¬ 
gional,  city  or  coxmty  agencies  for  the 
area,  provided  such  planning  is,  in  the 
Secretary’s  judgment,  sufiBcienUy  de¬ 
tailed  to  provide  a  reasonable  basis  for 
evaluating  the  relationship  of  the  pro¬ 
posed  new  community  to  such  other 
plans. 

(b)  Throughout  the  development  pe¬ 
riod  of  the  Project,  there  shall  be  con¬ 
tinued  planning  coordination  by  the  De¬ 
veloper  with  the  appropriate  local,  area¬ 
wide  or  State  planning  agencies. 

§  720.20  Advances  in  design  and  tech¬ 
nology. 

(a)  General  requirement.  A  Project 
shall  make  significant  use  of  advances 
in  design  and  technology  with  respect  to 
land  utilization,  materials  and  methods 
of  construction,  and  the  provision  of 
commimity  facilities  and  services. 

(b)  Scope  and  nature  of  advances.  Ad¬ 
vances  meeting  the  requirements  of  this 
section  need  not  be  lifted  to  physical 
elements  of  a  Project,  but  may  include 
the  Project  as  a  whole,  if  it  involves 
an  advanced  general  concept  or  approach 
to  community  building,  or  any  signifl- 
cant  advance  in  the  planning,  design, 
financing  or  management  of  systems  and 
institutional  arrangements  for  meeting 
the  needs  of  the  community. 

(c)  Factors  to  be  considered.  The  Sec¬ 
retary  shall  take  the  following  factors 
into  accoimt  in  determining  whether  a 
given  element  of  a  Project  meets  the  re¬ 
quirements  of  this  section: 

(1)  A  proposed  element  may  meet  this 
requirement  if  it  constitutes  an  advance 
over  general  practice  in  the  area  in 
which  the  Project  is  located,  even  though 
it  may  have  been  instituted  or  applied 
in  other  areas  of  the  country. 

(2)  While  some  degree  of  risk  may  be 
inherent,  the  probable  impact  of  a  pro¬ 
posed  advance  on  marketability  or  other 
aspects  of  the  Project  shall  be  considered 
in  relation  to  the  overall  economic  feas¬ 
ibility  of  the  Project.  To  the  extent  that 
a  high  risk  advance  is  proposed  for  an 
element  critical  to  the  success  of  the 
entire  Project,  other  feasible  options 
shall  be  available  in  the  event  the  ad¬ 
vance  shall  prove  to  be  infeasible. 

(3)  An  advance  accepted  for  the  pur¬ 
poses  of  meeting  the  requironents  of  the 
Act  shsdl,  subsequent  to  its  implemen¬ 
tation,  be  subject  to  evaluation  by  the 
Developer  or  by  outside  groups,  and  to 
arrangements  satisfactory  to  the  Secre¬ 
tary  for  dissonination  of  information 
about  the  advance. 

(d)  Financial  assistance  for  advances. 

(1)  Where  substantial  costs  for  studies 
and  implementation  are  involved,  the 
Project  shall  include  a  plan  for  fl- 
nancing  of  such  costs  by  the  Develwer, 
by  outside  soured  or  by  a  combination 
thereof.  Commitments  of  flnancing  by 
the  Developer  shall  be  subject  to  overall 
economic  feasibility  requirements  as  set 
forth  in  §  720.23. 

(2)  It  is  the  policy  of  the  Secretary  to 
assist  the  Developer,  within  budgetary 
constraints,  in  instituting  or  applying 
advances  approved  by  the  Secretary. 


§  720.21  Capacity  and  ownership  of  the 
developer. 

The  Developer  shall  possess  the  finan¬ 
cial,  technical,  and  administrative  ability 
which  demonstrates  its  capacity  to  carry 
out  the  Project  with  reasonable  assur¬ 
ance  of  its  completion  in  accordance 
with  the  Project  Agreement.  Such  capac¬ 
ity  shall  in  part  be  determined  by  the 
criteria  and  standards  set  forth  in  this 
section  and  elsewhere  in  these  Regula¬ 
tions. 

(a)  Management  structure.  The  De¬ 
veloper  shall  establish  and  maintain 
throughout  the  development  period  a 
management  structure  and  system  which, 
in  the  judgment  of  the  Secretary,  is  ap¬ 
propriate  to: 

(1)  The  size  and  complexity  of  the 
Project; 

(2)  The  amoimt  of  the  debt  obligations 
to  be  guaranteed  or  other  assistance 
given; 

(3)  The  current  development  status  of 
the  Project; 

(4)  'Ihe  purposes,  criteria,  require¬ 
ments  and  standards  of  the  Act  and  the 
Regulations; 

(5)  Project  Documents;  and 

(6)  Principles  of  sound  business  prac¬ 
tice. 

Such  plan  shall  identify  the  various  com¬ 
ponents  of  its  operation,  including  kinds 
and  levels  of  expertise  required  over  the 
development  period.  Consideration  shall 
be  given  to  projections  of  overhead  costs, 
contingencies,  and  realistic  schedules 
(especially  during  the  initial  stage  of  de¬ 
velopment)  in  establishing  the  workload 
and  expertise  needed  for  efBcient  and 
economical  management  diuing  each 
stage  of  development. 

(b)  Management  system.  The  manage¬ 
ment  system  shall  include  the  following 
components: 

(1)  Establishment  of  goals  and  func¬ 
tions  to  be  performed  in  planning,  de¬ 
velopment  and  management  of  the  new 
commimity; 

(2)  An  identification  of  the  roles  to  be 
performed  in  carrying  out  these  func¬ 
tions  by  the  Developer  and  by  any  en¬ 
tities  outside  the  immediate  control  of 
the  Developer,  such  as  Local  Public  Bod¬ 
ies  or  afOliates  and  Subsidiaries; 

(3)  Planning  and  programming  tech¬ 
niques,  including  a  sound  mechanism  for 
long-range  planning,  which  will  permit 
proper  phasing  of  diverse  activities  and 
the  ability  to  adapt  to  changing  require¬ 
ments  of  the  development  process; 

(4)  A  mechanism  for  measuring  results 
against  established  criteria  and  stand¬ 
ards; 

(5)  Provision  of  accurate  and  current 
data  and  analsrsis  of  changing  condi¬ 
tions,  and  the  utilization  of  this  data  in 
further  decision-making; 

(6)  Establishment  of  management 
control  mechanisms  to  execute  the  pro¬ 
gram  in  an  efficient  manner. 

(c)  Personnel  resources.  (1)  The 
Developer  shall  have,  either  in  its  own 
organi^tion  or  available  to  it,  persrni- 
nel  with  the  requisite  managerial,  ad¬ 
ministrative  and  technical  ability  and 
background  appropriate  to  the  imple- 
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mentation  of  the  management  structure 
and  system  as  set  forth  under  para¬ 
graphs  (a)  and  (b)  of  this  section.  Pro¬ 
pose  use  of  consultants,  by  number  and 
profession,  as  a  supplement  to  the 
Developer’s  management  organization, 
shall  be  identified  by  develc^ment  stage 
cost. 

(2)  Prior  to  acceptance  of  the  offer 
of  commitment  (see  S  720.46) ,  person(s) 
84>proved  by  the  Secretary,  yiho  shall  ex¬ 
ercise  the  responsibilities  of  a  chief  ex¬ 
ecutive  ofBcer  for  the  Project,  shall  be 
imder  c(mtract  to  the  Developer.  Such 
approval  shall  be  based  upon  considera¬ 
tion  of  background  and  experience  indi¬ 
cating  managerial  ability  and  the 
probity  of  such  individuals  as  deter¬ 
mined  pursuant  to  paragraph  (d)  (2)  of 
this  section. 

(d)  Probity  of  owners  and  manage¬ 
ment  staff.  (1)  Owners.  Prior  to  accept¬ 
ance  of  the  offer  of  commitment,  the 
Developer  shall  submit  such  information 
as  the  Secretary  may  require  in  order 
to  conduct  a  background  investigation  of 
the  stockholders,  partners  and  any  other 
Person  having  a  direct  or  indirect  owner¬ 
ship  interest  in  the  Developer.  In  the 
event  that  the  results  of  any  such  in¬ 
vestigation  are  adverse  as  to  the  pro¬ 
bity  of  any  such  Person,  the  Secretary 
reserves  the  right  to  disapprove  any  such 
stockholder,  partner  or  c^er  Person.  No 
sale,  transfer,  pledge  or  other  disposi¬ 
tion  of  all  or  any  portion  of  a  Private 
Developer’s  stock  or  other  equity  inter¬ 
est  may  be  made  without  the  aiHiroval  of 
the  Secretary.  No  sale,  transfer,  pledge 
or  other  disposition  of  the  stock  or  other 
equity  interest  of  any  entity  which 
directly  or  indirectly  owns  or  controls 
any  interest  in  a  Private  Developer  may 
be  made  without  the  approval  of  the 
Secretary  where  either  a  change  in  con¬ 
trol  of  the  Private  Developer  may  result 
or  the  transaction  involves  a  Person  or 
entity  whcxn  the  Secretary  deems  to  have 
a  substantial  relationship  to  the  Project. 
In  approving  any  such  sale,  transfer, 
pledge  or  disposition,  the  Secretary  may 
take  into  consideration,  among  other 
things,  the  probity  of  any  Person  taking 
an  interest  in  any  such  stock  or  equity 
interest,  the  extent  to  which  the  De¬ 
veloper  has  met  the  requirements  and 
goals  of  the  Project  Documents  and  the 
possible  effect  on  the  Developer’s  future 
ability  to  meet  the  requir^ents  and 
goals  of  the  Project  Docxunents  if  such 
transfer,  pledge  or  other  disposition  is 
completed. 

(2)  Management  staff.  Prior  to  ac¬ 
ceptance  of  the  offer  of  cmnmitment 
(and  at  any  time  thereafter  that  a 
change  is  pr(^x)6ed) .  the  Developer  shall 
sulunit  such  information  as  the  Secre¬ 
tary  may  require  in  order  to  ccmduct  a 
background  investigation  of  the  officers, 
directors,  managing  or  general  partners, 
and  any  other  individual  having  a  man¬ 
agement  function  with  respect  to  the 
Develc^r.  In  the  event  that  the  results 
of  any  such  investigation  are.  in  the  judg¬ 
ment  of  the  Secretary,  adverse  as  to  the 
probity  of  such  Person,  the  Secretary 
reserves  the  right  to  disapprove  any  such 
Person. 


§  720.22  Equal  opp<M^aiuty. 

(a)  General  requirement.  A  Project 
must  be  specifically  designed  and  imple¬ 
mented  so  as  to  assure  compliance  with 
Edl  requirements  imposed  by  or  pursuant 
to  any  aivUcable  statute,  executive  order 
or  regulation  (as  they  have  been  or  may 
be  amended  fnxn  time  to  time)  concern¬ 
ing  discrimination  on  the  basis  of  race, 
creed,  color,  religion,  sex,  or  national 
origin.  These  include  Title  vm  of  the 
C^vil  Rights  Act  of  1968  (42  U.S.C.  3601- 
3619) :  TiUe  vn  of  the  CivU  Rights  Act 
of  1964  (42  U.S.C.  2000(e));  the  Civik 
Rights  Acts  of  1866  and  1870  (42  U.S.C. 
1981-2) ;  Executive  Order  11063  (27  FR 
11527);  and  Executive  Order  11625  (36 
FR  19967);  Executive  Order  11246  (30 
FR  12319)  and  Executive  Order  11375  (32 
FR  14303) .  These  authorities  apply  vari¬ 
ously  so  as  to  prcdiibit  discrimination  and 
promote  equal  opportunity  in  the  use, 
sale,  lease  or  other  di^xisition  of  land, 
housing,  or  facilities  in  the  Project  and 
in  emi^oyment  In,  or  in  the  develoixnent 
of,  the  Project.  Pursuant  to  the  author¬ 
ity  in  each  executive  department  to  issue 
regulations  and  take  other  aix>ropriate 
action  under  Executive  Order  11063  with 
respect  to  its  programs,  discrimination 
on  the  basis  of  race,  color,  creed,  or  na¬ 
tional  origin  in  the  use,  sale,  lease  or 
other  disposition  of  any  land  developed 
for  residential  or  related  uses  with  as¬ 
sistance  under  the  Act  is  hereby  specifi¬ 
cally  made  a  violation  of  that  order  en¬ 
forceable  under  the  terms  of  section  302 
of  the  order  after  due  notice  and  hear¬ 
ing.  A  Project  must  also  be  specifically 
designed  and  Implemented  to  comply 
with  all  requirements  imposed  by  or 
pursuant  to  section  3  of  the  Housing  and 
Urban  Development  A'it  of  1968  (12 
n.S.C.  1701(u)),  as  it  may  be  amended 
from  time  to  time,  regaining  job  and 
business  opportunities  for  Project  area 
residents. 

(b)  Affirmative  action  program.  In 
furtherance  of  paragraph  (a)  of  this 
section,  and  as  a  condition  of  the  grant¬ 
ing  or  continuation  of  assistance  by  the 
Secretary,  the  Developer  shall  formulate 
and  implement  an  afBrmatlve  action  pro¬ 
gram.  Such  program  shall  be  in  addition 
to  any  other  requirements  imposed  by  or 
pursuant  to  the  authorities  cited  in  para¬ 
graph  (a)  of  this  section.  Such  program 
shall  Include:  (1)  Planning  and  con¬ 
struction  sictivities  as  well  as  marketing 
practices  which  provide  a  full  range  of 
individual  housing  choice  and  encourage 
members  of  various  ethnic  and  racial 
minorities  to  live  and  work  in  the  new 
community,  coc^ieration  with  civil  rights 
and  civic  groups,  action  to  provide  equal 
opportunity  within  the  Developer’s  staff, 
and  inclusion  of  equal  opportimity  pro¬ 
visions  in  pertinent  contracts,  subcon¬ 
tracts,  covenants,  and  other  documents; 
(2)  An  affirmative  acticm  program  for 
equal  emplosrment  opportunity  in  direct 
employment  by  the  Developer  and  em¬ 
ployment  by  contractors  and  subcontrac¬ 
tors  of  the  Developer.  In  addition,  the 
Developer  is  encouraged  to  take  all  feasi¬ 
ble  steps  to  Involve  minority  entrepre¬ 
neurs  in  planning  and  devdoixnent  of 
the  Project. 


(c)  Monitoring  of  Affirmative  Action 
Program.  The  Developer  shall  establish 
methods  to  periodically  assess  the  resiUts 
of  each  portion  of  his  affirmative  action 
program.  He  shall  incorporate,  in  a 
timely  manner,  appropriate  adjustments 
to  achieve  the  goals  of  such  program. 

§  720.23  Economic  feasibility  and  finan¬ 
cial  risk. 

A  Project  must  be  determined  by  the 
Secretary  to  be  economically  feasible  and 
to  constitute  an  acceptable  financial  risk 
to  the  U.S.  Government  based  upon  cem- 
sideration  of  the  following  factors: 

(a)  The  economic  potential  of  the 
Project,  as  measured  against  the  criteria 
and  other  considerations  described  in 
9  720.24  for  marketing  land  in  accord¬ 
ance  with  assumptions  as  to  prices, 
quantities,  types,  timing,  and  other  fac¬ 
tors  specified  in  the  plan  for  development 
of  the  Project; 

(b)  The  Financial  Plan  for  the  Project 
prepared  in  accordance  with  9  720.25; 
and 

(c)  Other  factors,  including,  without 
limitation,  those  set  forth  in  9  720.26. 
affecting  the  financial  risk  to  the  United 
States. 

§  720.24  Economic  base  and  growth  po¬ 
tential. 

A  proposed  Project  must  be  determined 
by  the  Secretary  to  be  likely  to  accom¬ 
plish  the  marketing  of  land  to  be  de¬ 
veloped  within  the  Project  in  accordance 
with  assumptions  as  to  prices,  quantities, 
types,  timing  and  other  factors  specified 
in  a  plan  for  development  of  the  Project. 
Such  determination  shall  be  based  upon 
consideration  of  studies  and  analyses  in¬ 
cluded  as  part  of  the  Developer’s  appli¬ 
cation,  of  the  f(dlowing  market  criteria 
and  factors  and  such  other  information, 
studies  and  analyses  as  may  be  available 
to  the  Secretary: 

(a)  Market  criteria.  The  size  of  the 
potential  market  for  various  categories 
of  land  use  in  the  area  must  be  deter¬ 
mined,  together  with  expected  capture 
rates  for  the  pnxTosed  Project,  based 
upon  consideration  of  the  Project  rel¬ 
ative  to  other  existing  and  probable 
development  in  the  area.  For  each  major 
land  use  category,  consideratlcm  shall  be 
giv^  to  the  following  factors: 

(1)  Residential  land.  (1)  Demand  fac¬ 
tors.  Historic  absorption  rates  of  residen¬ 
tial  units  by  type  and  price  range,  the 
current  stat^  and  the  historic  and  pro¬ 
jected  growth  rate  for  each  of  the  follow¬ 
ing  market  indicators:  population, 
household  size,  employment,  family  in¬ 
come.  personal  income,  housing  prefer¬ 
ence  and  demand  by  type  of  units,  in¬ 
cluding  subsidized  sale  and  rental  hous¬ 
ing  units. 

(ii)  Supply  factors.  With  respect  to 
probable  as  well  as  existing  supply  with¬ 
in  the  market  area:  sales  of  residential 
land  comparable  as  to  location,  price 
per  unit  and  per  acre  by  type  of  dwelling 
unit;  size,  accessibility,  and  availability 
of  other  residential  sites;  utilities  and 
amenities  of  other  residential  sites  com¬ 
pared  with  the  proposed  Project;  amount 
and  condition  of  the  housing  stock  by 
resident  income;  housing  permits  and 
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starts:  rental  units  by  type  and  monthly 
rent:  and  vacancy  rates  by  type. 

(2)  Industrial  land.  (1)  Demand  fac¬ 
tors.  With  respect  to  the  market  area  for 
industrial  land,  which  may  constitute  a 
larger  area  than  that  identified  for  the 
residential  market;  employment  growth 
rates  by  types  of  industries:  sizes  and 
types  of  major  industries  located  in  the 
market  area:  capital  investment  and 
value  added  to  the  local  tax  base  by  these 
industries:  the  historic  absorption  rate 
of  land  zoned  industrial:  the  size,  growth 
rate  and  wage  rates  of  the  major  indus¬ 
trial  employers:  availability  of  raw  ma¬ 
terials,  transportation  and  markets  for 
products:  prevailing  tax  policies  in  the 
area,  and  other  relevant  factors. 

(ii)  Supply  factors.  With  respect  to 
probable  as  well  as  existing  supply; 
availability  of  industrial  sites  in  the  mar¬ 
ket  area  by  location  and  size:  compar¬ 
able  historical  sales  and  rental  activity, 
including  sale  price  per  acre  and  per 
square  foot  rental  rates:  and  availability 
of  utilities  and  amenities. 

(3)  Commercial  land,  ti)  Demand  fac¬ 
tors.  Projections  of  retail  sales  to  ex¬ 
pected  residents  of  the  new  community: 
identification  of  population  in  the  trade 
area  by  driving  time  intervals,  income 
profile  and  area  consumer  expenditure 
patterns:  conversion  of  retail  sales  pro¬ 
jections  into  space  and  land  require¬ 
ments:  identification  of  existing  and  pro¬ 
posed  commercial  developments:  capital 
investment  by  commercial  center:  and 
historic  absorption  rates  of  land  zoned 
for  cMnmercial  use. 

(ii)  Supply  factors.  Comparable  sales 
and  rental  data  and  availability  of  sites 
outside  the  Project  but  within  the  trade 
area:  generally  the  same  type  of  infor¬ 
mation  indicated  in  paragraph  (a)  (2) 
(ii)  of  this  section. 

(4)  Office  land,  (i)  Demand  factors. 
Size  of  the  market  area:  projections  of 
white  collar  employment:  space  require¬ 
ments  per  employee,  industiy  or  service: 
identification  of  existing  and  proposed 
ofilce  building  centers:  capital  invest¬ 
ment  for  office  building:  absorption  rates 
of  land  zoned  for  office  use:  and  historic 
vacancy  rates. 

(ii)  Supply  factors.  Comparable  sales 
and  rental  data  and  availability  of  sites 
outside  the  Project  but  within  the  mar¬ 
ket  area:  generally  the  same  type  of  in¬ 
formation  indicated  in  paragraph  (a) 

(2)  (ii)  of  this  section. 

(b)  Non-market  criteria.  In  addition 
to  the  market  criteria  specified  in  para¬ 
graph  (a)  of  this  section,  the  following 
special  criteria  shall  be  considered  in  de¬ 
termining  the  economic  base  or  potential 
for  economic  growth  in  the  indicated 
tsTJes  of  Projects. 

(1)  Free-standing  and  growth  center 
projects.  In  the  case  of  free-standing 
and  small  town  growth  centers,  as  de¬ 
scribed  in  §  720.12(b)  (3) ,  prior  to  the  is¬ 
suance  of  guarantees  there  shall  be  rea¬ 
sonable  assurance,  in  the  form  of  com¬ 
mitments  or  otherwise  from  industry 
and/or  governments,  that  major  em¬ 
ployment  generators  will  locate  within 
the  Project  at  an  early  development 
stage  specified  in  the  plan  for  develop¬ 
ment  of  the  Project. 


(2)  New-towns-in-town.  In  the  case 
of  new-towns-in-town,  as  described  in 
§  720.12(b)  (3),  prior  to  issuance  of 
guarantees,  there  shall  be  such  local 
government  commitments  of  funds  and 
other  support  for  basic  infrastructure 
and  other  municipal  services  as  may  be 
necessary  to  provide  reasonable  assur¬ 
ance  of  successful  development  of  the 
Project. 

§  720.25  Financial  plan. 

(a)  General  requirement.  A  Project 
must  be  developed  according  to  a  Finan¬ 
cial  Plan  which  sets  forth,  in  a  format 
prescribed  by  the  Secretary,  the  projected 
revenues  and  costs  of  the  Developer,  any 
community  association  as  may  be  estab¬ 
lished  pursuant  to  §  720.14(d),  and  each 
Subsidiary  over  the  development  period. 
The  Financial  Plan  must  demonstrate 
compliance  with  all  of  the  criteria  and 
standards  of  these  Regulations  and  shall 
contain  or  provide  !(»•: 

(1)  An  optimal  financial  strategy 
based  upon  consideration  of  alternative 
assumptions  with  regard  to  costs,  market 
demand,  interest  rates  and  other  factors 
critical  to  the  Project: 

(2)  Projections  of  the  sources  and 
uses  of  cash  for  each  year  of  the  develop¬ 
ment  period  (based  upon  the  planned 
development  of  the  Project) ,  projections 
of  the  financial  position  statements  and 
statements  of  operations  for  short-term 
development  and  an  analysis  of  the 
escrow  funds  and  security  requirements: 

(3)  Achievement  of  a  break-even  point 
or  a  positive  cash  surplus  after  all  costs, 
debt  and  borrowings  have  been  repaid 
and  assurance  that  investments  in  the 
land  will  be  recovered  by  the  end  of  the 
development  period: 

(4)  An  appropriate  allowance  for  con¬ 
tingencies: 

(5)  Separate  financial  projections  for 
all  community  associations  and  Subsid¬ 
iaries  which  demonstrate  the  ability  of 
such  entities  to  attain  financial  self- 
sufficiency,  based  upon  the  development 
of  regular  and  recurrent  revenue. 

All  assumptions  of  the  Financial  Plan 
shall  be  set  forth  with  specificity  and 
fully  documented  in  a  format  prescribed 
by  the  Secretary. 

(b)  Revenues.  Revenues  shall  include 
funds  derived  from  land  sales  and  all 
other  sources.  Land  sales  revenues  shall 
be  reflected  in  a  marketing  schedule 
which  is  based  upon  the  criteria  and  fac¬ 
tors  set  forth  in  §  720.24.  Projected  land 
sales  revenues  may  assume  reasonable 
increases  in  property  value  due  to  pop¬ 
ulation  pressures  and  growth  of  the 
Project.  Revenues  should  reflect  actual 
cash  receipts  expected  in  any  given  year 
based  on  actuai  and  anticipated  con¬ 
tracts  of  sale  and  financing  arrange¬ 
ments.  Other  sources  of  revenues  may  in¬ 
clude,  but  shall  not  be  limited  to.  rebates 
from  utility  companies,  sale  of  land  not 
within  the  Project,  income  from  the  sale 
of  timber,  minerals  and  agricultural 
products,  and  rental  income  from  the  use 
of  Project  property. 

(c)  Costs.  Costs  shall  include  the  esti¬ 
mated  Actual  Cost  of  Land  Acquisition 
and  Land  Development.  Costs  of  the  De¬ 


veloper  other  than  the  Actual  Cost  of 
Land  Development  and  Land  Acquisition 
shall  be  identified  as  being  for  Non-Pro¬ 
ject  Activities  and  must  be  specifically 
approved  by  the  Secretary.  The  costs  of 
Land  Acquisition  shall  be  based  on  the 
terms  of  actual  purchase  agreements  and 
options  as  well  as  on  reasonable  terms  of 
contracts  for  anticipated  land  purchases. 
Actual  Cost  of  Land  Development  shall 
be  supported  by  detailed  engineering  es¬ 
timates  or  recent  bid  prices  for  compara¬ 
ble  work  in  the  area  where  the  Project 
is  located.  The  Actual  Cost  of  Land  De¬ 
velopment  and  Land  Acquisition  shall 
also  Include  the  cost  of  providing  those 
public  facilities  and  municipal  services 
normally  funded  by  local  government  or 
otherwise  which  are  consistent  with  the 
plan  for  development  of  the  Project  and 
which  must  be  or  are  reasonably  expected 
to  be  funded  by  the  Developer,  any  com¬ 
munity  association,  or  any  Subsidiary. 
The  costs  of  such  facilities  and  services 
shall  be  supported,  among  other  things, 
by  a  projection  of  the  total  cost  of  pro¬ 
viding  such  public  facilities  and  services. 

(d)  Determination  of  eligibility.  In 
those  instances  where  the  Developer  has 
requested  only  a  Determination  of  Eligi¬ 
bility,  the  determination  that  the  Proj¬ 
ect  is  economically  feasible  will  be  based 
on  an  analysis  of  the  Financial  Plan 
which  takes  into  consideration  any  fi¬ 
nancial  resources  or  support  to  be  pro¬ 
vided.  In  such  cases,  the  Financial  Plan 
need  not  include  the  extensive  documen¬ 
tation  required  for  a  loan  guarantee.  In 
lieu  thereof,  the  Secretary  will  si>eclfy 
the  type  of  documentation  needed  for 
each  Project. 

§  720.26  Other  financial  review  criteria. 

The  following  other  financial  review 
criteria  must  be  met. 

(a)  Experience.  The  Developer  and 
its  principals  must  be  determined  by 
the  Secretary  to  have  the  expe  .ence  ap¬ 
propriate  to  develop  the  Project  based 
upon  consideration  of  credit  ratings, 
earnings  history,  previous  and  current 
lender  and  investor  relationships  ^d 
growth  prospects  of  all  other  ventures 
sponsored  by  the  Developer  and  its  prin¬ 
cipals. 

(b)  Borrowings.  The  Developer  shall 
demonstrate  (1)  its  ability  to  obtain  any 
necessary  borrowings  within  the  next 
two-year  period,  and  (2)  the  extent  to 
which  it  is  likely  to  obtain  any  necessary 
borrowings  beyond  such  two-year  period. 

(c)  Equity.  There  shall  be  an  equity 
contribution  (including  loans  to  the  De¬ 
veloper  that  are  subordinated,  both  as 
to  principal  and  interest,  to  the  Gov¬ 
ernment  guaranteed  debt  obligations)  in 
an  amount  sufficient  to  assure  Project 
liquidity  and  to  assure  that  the  Devel¬ 
oper  and  its  principals  have  sufficient 
financial  incentive  in  the  Project  to 
complete  it  in  accordance  with  the  Devel¬ 
opment  Plan.  The  amount  of  equity 
required  in  relation  to  the  total  amount 
of  funds  needed  for  development  of  the 
project  shall  be  determined  by  the 
Secretary. 

(d)  Agreement  and  compliance.  The 
Developer  and  other  Persons  shall,  as 
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appropriate,  comply  with  the  provisions 
of  S  720.27  through  $  720.34. 

(e)  Strategic  risk  factors.  The  Secre¬ 
tary  must  be  satisfied  with  certain  stra¬ 
tegic  risk  factors  including,  without  lim¬ 
itation:  completeness  of  land  assembly; 
competitive  location  of  large  parcels  of 
land  under  single  ownership  or  control; 
dependence  of  the  Project  on  an  in¬ 
terstate  highway  or  other  major  public 
improvement  that  is  not  yet  in  place;  the 
structure  of  local  government;  diversity 
and  favorable  recent  history  of  local 
building  industry;  availability  and  in¬ 
terest  of  successful  small  residential  de¬ 
velopers;  and  availability  of  local  sources 
or  outlets  of  mortgage  credit  for 
homeowners. 

(f)  Developer’s  statement  of  estimate^, 
disbursements.  Prior  to  the  issuance  of 
guaranteed  debt  obligations,  the  Secre¬ 
tary  must  approve  the  Developer’s  state¬ 
ment  of  estimated  disbursements  from 
the  Escrow  Account. 

§  720.27  Amount  of  Federal  guarantee. 

(a)  General  formula  and  limitations. 
The  maximum  outstanding  indebtedness 
which  may  be  guaranteed  under  the 
Act  for  any  Project  shall  be  as  follows: 

(1)  Public  developer.  In  the  case  of  a 
Public  Developer,  an  amount  not  exceed¬ 
ing  100  percent  of  the  sum  of  the  Sec¬ 
retary’s  estimate  of  the  value  of  the  real 
property  before  development  and  the 
estimated  Actual  Cost  of  the  Land  De¬ 
velopment,  or 

(2)  Private  developer.  In  the  case  of  a 
Private  Developer,  an  amount  not  ex¬ 
ceeding  the  siun  of  80  percent  of  the 
Secretary’s  estimate  of  the  value  of  the 
real  property  before  development  and 
90  percent  of  the  estimated  Actual  Cost 
of  the  Land  Development.  In  no  evert 
shall  the  principal  amoimt  of  the  out¬ 
standing  debt  obligations  guaranteed 
imder  the  Act  with  respect  to  a  single 
Project  exceed  $50  million. 

(b)  Future  transactions.  ’Die  value  of 
land  which  is  yet  to  be  acquired  and 
the  Actual  Cost  of  Land  Development 
which  is  yet  to  be  incurred  at  the  time  an 
offer  of  commitment  is  made,  may  be 
included  as  a  basis  for  determining  the 
maximum  commitment. 

(c)  Prior  transactions.  To  assist  the 
Secretary  in  the  determination  of  the 
value  of  the  real  property  before  devel¬ 
opment,  the  Developer  shall  notify  the 
Secretary  of  all  transactions  involved  in 
the  determination  of  the  amoimt  of  debt 
obligations  to  be  guaranteed  which 
would  otherwise  be  classified  as  a  trans¬ 
action  with  an  Interested  Person  as 
defined  in  §  720.32 (m) . 

§  720.28  Debt  obligations. 

(a)  Kind  of  obligations.  ’The  debt  obli¬ 
gations  guaranteed  under  the  Act  may 
include  any  bond,  debenture,  or  other 
obligation  issued  by  a  Developer  for  pub¬ 
lic  or  private  sale,  provided  that  no  debt 
obligation  of  any  Public  Developer  shall 
be  guaranteed  under  the  Act  if  the  in- 
c<»ne  from  such  obligation  is  exempt 
from  Federal  taxation. 

(b)  Use  of  Federal  Financing  Bank. 
’The  debt  obligations  guaranteed  shall  be 
sold  to  the  Federal  Financing  Bank  un¬ 


less  another  disposition  is  approved  by 
the  Secretary. 

(c)  Terms  of  guaranteed  debt  obliga¬ 
tions.  Rates  of  interest  and  any  other 
charges  relating  to  guaranteed  debt  obli¬ 
gations,  and  the  repayment,  maturity, 
and  redemption  privilege  provisions  of 
such  obligations  shall  be  approved  by  the 
Secretary. 

§  720.29  Security  for  the  guarantee. 

(a)  General  requirements.  All  obliga¬ 
tions  guaranteed  under  the  Act  must  con¬ 
tain,  or  be  issued  subject  to  such  provi¬ 
sions  relating  to  the  security  interests 
of  the  United  States  as  may  be  required 
by  the  Secretary.  ’These  shall  Include 
general  provisions  imder  which  the 
United  States  acquires  rights  of  subroga¬ 
tion  and  such  special  provisions  relating 
to  the  security  of  the  United  States  in 
the  specific  property,  including  real  prop¬ 
erty  being  acquired  and  developed  or 
other  property  satisfactory  to  the  Sec¬ 
retary.  The  value  of  the  real  property 
which  is  security,  plus  other  elements  of 
security,  shall  at  aU  times  equal  or  exceed 
a  prescribed  percentage  of  the  in'incipal 
amount  of  outstanding  guaranteed  debt 
obligations. 

(b)  First  lien  on  real  property.  Unless 
otherwise  approved  by  the  Secretary,  the 
security  of  the  Unit^  States  shall  in¬ 
clude  a  first  lien  cm  the  real  property  of 
the  Developer.  Such  lien  shall  constitute 
security  for  the  sole  benefit  of  the  Secre¬ 
tary.  Upon  or  before  the  issuance  of  obli¬ 
gations  guaranteed  under  the  Act,  the 
lien  shall  be  created  in  favor  of  the  Sec¬ 
retary  and/or  the  ’Trustee.  The  Indenture 
and  any  other  instruments  creating  such 
lien  must  be  satisfactory  to  the  Secretary. 

(c)  Release  of  real  property.  The  In¬ 
denture  shall  include  provisions  for  the 
release  of  real  property  from  the  lien  as 
such  property  is  sold  or  otherwise  dis¬ 
posed  of  for  Project  purposes  in  accord¬ 
ance  with  such  schedules  and  procedures 
as  the  Secretary  may  require  to  assure 
that  upon  the  sale  or  other  disposition 
of  such  property  (1)  adequate  release 
pasments  will  be  applied  to  the  redemp¬ 
tion  of  the  guaranteed  debt  obligations 
or  paid  into  an  appropriate  fund,  or  (2) 
other  appropriate  action  will  be  taken 
or  assurances  received  as  may  be  required 
to  protect  the  security  interests  of  the 
United  States. 

(d)  Real  property  valuation.  ’The  real 
property  in  security  shall  be  valued  ini¬ 
tially  and  may  be  revalued  periodically 
as  required  by  the  Secretary.  During  the 
period  between  the  initial  valuation  and 
any  revaluations,  the  security  value  of 
the  real  property  is  assumed  to  increase 
by  the  amount  of  certain  Actual  Costs 
of  Land  Acquisition  and  Land  Develop¬ 
ment  certified  to  the  Secretary  as  set 
forth  in  5  720.30(c) .  Prior  to  the  initial 
valuation  and  each  revaluation  the  Sec¬ 
retary  shall  undertake  or  commission  an 
appraisal.  An  independent  appraisal  may 
also  be  furnished  by  the  Devel(H>er  at  an 
appropriate  time,  as  determined  by  the 
Secretary.  Appraisals,  regardless  of 
source,  are  subject  to  review,  modifica¬ 
tion,  and  acceptance  by  the  Secretary. 

(1)  Initial  valuation.  An  initial  valua- 
ticm  of  the  real  property  which  is  secu¬ 


rity  shall  be  made  upon  the  first  issuance 
of  the  guaranteed  debt  obligations.  Ap¬ 
praisals  must  be  prepared  in  strict  ac- 
cm^ance  with  the  latest  instructions 
issued  by  the  Secretary.  If  the  Secretary 
finds  that  any  factor  (including  zmiing) . 
which  has  been  included  in  the  value 
estimated  by  the  appraiser  has  been  in¬ 
fluenced  by  the  expectaticm  of  the  Fed¬ 
eral  guarantee  of  debt  obligations,  the 
Secretary  will  adjust  such  value  esti¬ 
mate  to  exclude  such  infiuence. 

(2)  Revaluations.  Revaluation  of  real 
pr(H>erty  which  is  security  shall  be  based 
on  the  Secretary’s  review  of  appraisals 
prepared  in  accordance  with  the  latest 
instrucUcxis  issued  by  the  Secretary. 

(e)  Personal  property.  Personal  prop¬ 
erty  constituting  security  shall  consist  of 
the  Eiscrow  Account  and  any  other  per¬ 
sonal  property  acceptable  to  the  Secre¬ 
tary. 

§  720.30  Escrow  accoont. 

(a)  Administration.  ’The  Escrow  Ac¬ 
count  shall  be  held  and  administered  by 
the  Trustee  as  security  for  the  sole  bene¬ 
fit  of  the  United  States.  Funds  in  the 
Escrow  Account  may  be  invested  by  the 
Trustee  as  provided  in  the  Project  Doc¬ 
uments. 

(b)  Maximum  disbursement  amounts. 
(1)  Initial  issuance.  Upon  the  initial  is¬ 
suance  of  the  guaranteed  debt  obliga¬ 
tions  the  amount  approved  for  disburse¬ 
ment  shall  be  80  percent  of  the  Secre¬ 
tary’s  valuation  of  the  real  property  (less 
the  value  of  any  permitted  encum¬ 
brances)  subject  to  the  lien  of  the  In¬ 
denture  and  90  percent  of  the  Actual  Cost 
of  Land  Development  as  approved  by  the 
Secretary. 

(2)  Subsequent  to  initial  issuance. 
Subsequent  to  the  initial  issuance  of 
guaranteed  debt  obligations  for  Projects 
aiH>roved  under  the  Act.  the  amoimt  en¬ 
dorsed  shall  be  80  percent  of  the  Actual 
Cost  of  Land  Acquisition  and  90  percent 
of  the  Actual  Cost  of  Land  Develc^ment 
For  Projects  approved  under  the  New 
Communities  Act  of  1968,  the  sunount  en¬ 
dorsed  shall  be  75  percent  of  the  Actual 
Cost  of  Land  Acquisition  and  90  percent 
of  the  Actual  Cost  of  Land  Develcnsment. 
Subject  to  paragraphs  (c)  and  (d)  of  this 
section  the  ’Trustee  shaD,  upon  request 
of  the  Developer,  disburse  the  amounts  so 
endorsed  to  the  Developer. 

(c)  Disbursement  procedures.  In  order 
to  obtain  the  release  of  funds  in  the  Es¬ 
crow  Account  the  Devel(H>er  shall  certify 
to  the  Secretary,  in  a  form  satisfactory 
to  him.  Actual  Cost  incurred  subsequent 
to  the  initial  issuance  of  the  guaranteed 
debt  obligations  and  shall  submit  with 
such  certification  such  supporting  docu¬ 
mentation  as  the  Secreta^  may  require 
to  assure  that  such  costs  have  actually 
been  incurred  and  are  eligible  for  en¬ 
dorsement.  The  Secretary  shall  review 
such  certifications  and,  if  he  determines 
that  such  costs  (or  a  portion  thereof) 
have  actually  been  incurred  and  are  eligi¬ 
ble  for  assistance  under  the  Act.  shall 
furnish  an  endorsement  in  whole  or  in 
part  to  the  Develi^r. 

(d)  Limitation  on  disbursements. 
Without  the  prior  written  consent  of  the 
Secretary,  no  funds  may  be  disbursed  by 
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the  Trustee  unless  the  Developer  presents 
its  certificate  stating  that  no  default  ex¬ 
ists  under  the  Project  Documents.  Fur¬ 
ther  limitations  on  disbursements  shall 
be  set  forth  in  the  Project  Documents. 
Such  limitations  shall  relate,  but  not 
be  limited  to:  the  progress  of  work  com¬ 
pleted,  the  maintenance  by  the  Devel¬ 
oper  of  required  levels  of  equity  and 
working  capital,  the  possibility  of  over¬ 
runs  or  unanticipated  costs,  the  extent  to 
which  allowable  land  values  exceed  costs, 
or  the  amoimt  of  excess  security  avail¬ 
able,  and  such  other  factors  as  the  Sec¬ 
retary  may  deem  relevant. 

§  720.31  Terms  of  guarantee. 

(a)  Nature  and  scope.  The  full  faith 
and  credit  of  the  United  States  is  pledged 
to  the  payment  of  all  guarantees  made 
imder  the  Act  with  respect  to  principal, 
interest,  and  any  redemption  premiums. 
The  guarantee  extends  to  interest  ac¬ 
cruing  between  the  date  of  default  under 
a  guaranteed  debt  obligation  and  the 
payment  in  full  of  the  amount  in  respect 
of  which  the  default  occurred.  Any  such 
guarantee  made  by  the  Secretary  shall  be 
conclusive  evidence  of  eligibility  of  the 
debt  obligations  for  such  guarantee,  and 
the  validity  of  any  guarantee  so  made 
shall  be  incontestable  in  the  hands  of  a 
holder  of  the  guaranteed  debt  obligation. 

(b)  Claims  and  payment  upon  default. 
Upon  default  by  a  Developer  in  payment 
of  interest  or  premium  on,  or  principal  of, 
a  debt  obligation  guaranteed  under  the 
Act,  the  first  recourse  of  the  holder  shall 
be  a  claim  under  the  guarantee  for  pay¬ 
ment  of  defaulted  interest,  premium,  or 
principal.  Upon  payment  thereof  in  ac¬ 
cordance  with  the  terms  of  such  guar¬ 
antee,  the  holder  shall  have  no  further 
recourse.  All  payments  thereunder  shall 
be  made  in  cash  from  the  Revolving 
Fund. 

§  720.32  Other  financial  requirements. 

The  Developer  shall  comply  with  the 
following  financial  requirements  except 
as  otherwise  approved  by  the  Secretary. 
For  the  purpose  of  this  section,  the  De¬ 
veloper  shall  be  deemed  to  include  any 
Restricted  Affiliate. 

(a)  Financial  tests.  The  Developer 
shall  comply  with  financial  tests  designed 
by  the  Swretary  for  the  purpose  of  as¬ 
suring  the  Developer’s  ability  to  meet 
its  liabilities. 

(b)  Maintenance  of  good  standing  and 
properties.  The  Developer  and  any  Sub¬ 
sidiary  shall  maintain  its  legal  existence, 
pay  all  taxes,  assessments  and  govern¬ 
mental  charges  and  all  claims  for  labor, 
materials  and  supplies  which  might  re¬ 
sult  in  property  encumbrance,  maintain 
its  properties  in  good  repair,  and  service 
and  preserve  prior  security  interests  on 
property  which  is  security  for  the  Secre¬ 
tary’s  guarantee. 

(c)  Insurance.  The  Developer  shall 
maintain  insurance  coverage  in  form  and 
amount  satisfactory  to  the  Secretary. 

(d)  Condemnation.  In  the  event  that 
any  property  subject  to  the  lien  of  the 
Indenture  be  taken  by  eminent  domain, 
any  award  for  the  property  so  taken  shall 
be  paid  to  the  Trustee  to  be  held  as  se¬ 
curity  for  the  guarantee. 


(e)  Non-project  activities.  The  Devel¬ 
oper  shall  not  engage  in  Non-Project 
Activities. 

(f)  Limitation  on  debt.  The  Developer 
shall  not  create,  incur,  assume,  or  suffer 
to  exist  any  debt  other  than:  debt  evi¬ 
denced  by  the  guaranteed  debt  obliga¬ 
tions:  debt  subject  to  an  agreement  sub¬ 
ordinating  such  debt  to  both  principal 
and  interest  on  the  Government-guar¬ 
anteed  debt  obligations;  debt,  if  any, 
secured  by  permitted  encumbrances;  and 
other  debt  specifically  permitted  in  writ¬ 
ing  by  the  Secretary. 

(g)  Sale  or  acquisition  of  dssets;  merg¬ 
er.  The  Developer  shall  not  enter  into 
any  merger  or  consolidation  or  acquire 
all  or  substantially  all  the  assets  of  any 
Person,  or  sell,  lease  or  otherwise  dispose 
of  any  substantial  portion  of  its  assets 
except  in  the  ordinary  course  of  business. 

(h)  Extension  of  credit.  'The  Developer 
shall  not  lend  to  any  Person  except  as 
provided  in  the  Project  Documents. 

(i)  Investments  of  developer.  The  De¬ 
veloper  shall  not  purchase,  acquire  or 
hold  obligations  or  stock  of,  or  any  inter¬ 
est  in,  any  Person  other  than  as  provided 
in  the  Project  Documents. 

(j)  Sale  and  leaseback.  The  Develop¬ 
er  shall  not  directly  or  indirectly  enter 
into  any  arrangements  whereby  the  De¬ 
veloper  shall  sell  or  transfer  any  part  of 
its  assets  and  thereupon,  or  within  one 
year  thereafter,  lease  the  assets  so  sold 
or  transferred. 

(k)  Leases.  TTie  Developer  shall  not 
enter  into  any  lease  of  real  property  ex¬ 
cept  as  provided  in  the  Project  Docu¬ 
ments. 

(l)  Change  in  form  or  control.  No  sale, 
transfer,  pledge  or  other  disposition  of 
the  stock  or  other  equity  which  directly 
or  indirectly  represents  ownership  or  con¬ 
trol  of  any  interest  in  a  Developer  or 
Subsidiary  shall  be  made  without  the 
written  approval  of  the  Secretary. 

(m)  Transactions  with  interested  per¬ 
sons.  The  Developer  shall  not  enter  into 
any  transaction  directly  or  indirectly  in¬ 
volving  the  transfer  of  money  or  other 
items  of  value  with  any  “Interested  Per¬ 
son,’’  except  as  authorized  in  writing  by 
the  Secretary.  This  prohibition  shall  not 
extend  to  ordinary  employment  contracts 
between  the  developer  and  an  officer,  di¬ 
rector  or  employee  of  the  Developer. 
“Interested  Person”  means  any: 

(1)  Person  who  is  a  limited  or  general 
partner  of  the  Developer; 

(2)  Person  who  is  an  officer,  director 
or  employee  of  the  Developer: 

(3)  Person  who  is  a  stockholder  of  the 
Developer; 

(4)  Person  owning  or  having  Control  of 
any  interest  in  the  profits  or  voting  rights 
of  the  Developer; 

(5)  Person  directly  or  indirectly  own¬ 
ing  or  having  control  of  a  3.5%  or  greater 
interest  in  any  Person  described  in  para¬ 
graphs  (m)(l) — (4)  of  this  section,  but 
excluding  stockholders  of  any  entity 
which  directly  or  indirectly  owns  the  De¬ 
veloper  and  whose  stock  is  publicly 
traded,  unless  the  Project  Documents’ 
definition  of  Interested  Person  specifi¬ 
cally  includes  such  stockholders; 

(6)  Person  of  which  a  10%  or  greater 
interest  in  profits  or  a  10%  or  greater 


share  of  voting  rights  is  directly  or  in¬ 
directly  owned  by  or  under  the  control 
of  a  Person  described  in  paragraphs  (m) 
(1)  — (5)  of  this  section  or  the  Developer; 

(7)  Person  which  has  contributed  capi¬ 
tal  to  the  Developer: 

(8)  Person  owning  or  claiming  an  in¬ 
terest  in  debt  of  the  Developer  except 
trade  debt  incurred  in  the  ordinary 
course  of  business; 

(9)  Person  of  which  the  Developer  or 
any  Person  described  in  paragraph  (m) 
(1) — (8)  of  this  section  has  direct  or 
reasonably  inferable  control  by  reason  of 
a  dependent  relationship  or  relationship 
of  special  influence,  including  without 
limitation  a  close  personal  relationship, 
established  course  of  dealing,  relationship 
as  guarantor  or  source  of  substantial 
financial  assistance,  relationship  as  pri¬ 
mary  supplier,  user  or  controller  of  criti¬ 
cal  resources  of  common  concern,  or  in¬ 
terlocking  or  interdependent  manage¬ 
ment.  Any  community  association,  or 
governmental  or  quasi-governmental  au¬ 
thority  or  special  purpose  district  which 
functions  primarily  to  deal  with  any 
Project  or  aspect  thereof  shall  be  re¬ 
buttably  presumed  to  be  an  Interested 
Person  under  this  clause. 

For  the  purposes  of  this  definition,  any 
direct  or  indirect  ownership  or  control 
held  by  a  Person’s  spouse  or  by  any  par¬ 
ent,  child,  grandchild,  brother  or  sister 
of  such  Person  or  such  Person’s  spouse 
shall  be  attributed  to  such  Person. 

(n)  Reimbursement  of  payments  under 
guarantees:  interest  on  delinquent  pay¬ 
ments.  Immediately  upon  the  payment 
by  the  United  States  of  any  amount  un¬ 
der  any  guarantee,  the  Developer  shall 
pay  to  the  Secretary  the  amount  of  such 
guarantee  pa^mient,  witii  interest  at  the 
rate  borne  by  the  guaranteed  debt  obli¬ 
gations  with  respect  to  which  such  pay¬ 
ment  has  been  made  from  the  date  of 
such  guarantee  payment  until  reimburse¬ 
ment  thereof  to  the  Secretary  in  full.  The 
Developer  shall  pay  to  the  Secretary  on 
demand  the  amount  of  any  overdue  an¬ 
nual  fee  (as  specified  in  §720.81(e))  due 
the  Secretary,  with  interest  at  the  high¬ 
est  rate  borne  by  any  of  the  underlying 
debt  obligations  from  the  due  date  until 
repayment  in  full. 

(o)  Accounting  systems  and  records. 
The  Developer  shall  keep  and  shall  cause 
each  Subsidiary  to  keep  true  and  com¬ 
plete  books  of  records  and  accounts  satis¬ 
factory  to  the  Secretary.  The  Devel(^r 
and  each  Subsidiary  shall  maintain  an 
accounting  system  which  shall  include 
complete  books  of  original  entry  sup¬ 
ported  by  adequately  detailed  journals 
and  underlying  source  documents  main¬ 
tained  in  accordance  with  sound  man¬ 
agement  practices.  The  accounting  sys¬ 
tem  shall  also  include  a  system  of  in¬ 
ternal  accounting  controls  satisfactory 
to  the  Secretary.  The  Developer  and  each 
Subsidiary  shall  use  the  same  fiscal  year. 

(p)  Financial  reporting  and  monitor¬ 
ing.  The  Developer  shall  submit  to  the 
Secretary,  in  accordance  with  a  sched- 
ffie  and  in  a  format  prescribed  by  the 
Secretary,  (derating  and  budget  plans, 
financial  reports  and  financial  state¬ 
ments  that  show  the  financial  per- 
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formance  and  financial  condition  of  the 
Developer,  each  Subsidiary,  and  each 
community  association.  The  Developer 
shaB  submit  annually  financial  state¬ 
ments  that  have  been  audited  by  a  certi¬ 
fied  public  accountant,  or  put^c  ac¬ 
countant  licensed  by  a  regxilatory  au¬ 
thority  of  a  State  or  other  political  sub¬ 
division  prior  to  December  31,  1970,  who 
has  been  approved  by  the  Secretary. 

(q)  Agreement  of  restricted  affiliates. 
The  Developer  shall  cause  each  Re¬ 
stricted  AfiUiate  to  Eigree  to  financial, 
record,  and  other  covenants  satisfactory 
to  the  Secretary. 

§  720.33  Accounting  standards  and 
audit. 

(a)  Financial  statement  standards.  All 
financial  statements  and  financial  test 
calculations  shall  be  prepared  in  ac¬ 
cordance  with  generally  accepted  ac¬ 
counting  principles,  and  examinations 
required  shall  be  conducted  in  accordance 
with  generally  accepted  auditing  stand¬ 
ards.  The  terms  “generally  accepted  ac¬ 
counting  principles”  and  “generally  ac¬ 
cepted  auditing  standards”  refer  to  the 
principles,  standards,  methods,  and  prac¬ 
tices  of  accounting  and  auditing  sanc¬ 
tioned  by  the  American  Institute  of  Cer¬ 
tified  Public  Accountants,  the  Financial 
Accounting  Standards  Board  or  any  suc¬ 
cessor  thereof,  as  evidenced  in  its  State¬ 
ment  of  Auditing  Standards  and  Opin¬ 
ion,  bulletins  and  circulars  published  pe¬ 
riodically  by  them  or  by  authoritative 
bodies  designated  by  them,  and  applied 
on  a  consistent  basis.  The  form,  fre¬ 
quency,  and  scope  of  the  financial  state¬ 
ments  and  reports  shall  conform  to  the 
requirements  of  the  Secretary. 

(b)  Auditing  by  the  government.  Upon 
request,  all  records  and  all  agreements 
relevant  thereto  shall  be  made  available 
for  examination  by  the  Secretary.  Inso¬ 
far  as  such  records  and  agreements  re¬ 
late  to  any  grants,  loans  or  guarantees 
from  the  Government,  the  financial 
transactions  may  also  be  audited  by  the 
General  Accounting  OfBce  (GAO)  under 
rules  and  regiilations  issued  by  the  Comp¬ 
troller  General  of  the  United  States.  The 
Scretary  and  representatives  of  the  Sec¬ 
retary  and  GAO  shall  have  access  to  all 
books,  accounts,  records,  files,  and  all 
other  papers,  materials  or  property  be¬ 
longing  to  or  in  use  by  such  recipients  of 
Federal  assistance  which  pertain  to  such 
financial  transactions  and  are  necessary 
to  facilitate  the  audit.  Such  documents 
shall  be  retained  by  recipients  of  Federal 
assistance  for  audit  purposes  until  the 
Secretary  notifies  such  recipients  in 
writing  that  they  are  no  longer  required. 

§  720.34  Other  requirements. 

(a)  Labor  standards.  (1)  AH  laborers 
and  mechanics  employed  by  the  Devel¬ 
oper  or  by  contractors  or  subcontractors 
in  Land  Development  assisted  imder  this 
Part  Shan  be  paid  wages  at  rates  not 
less  than  those  prevailing  on  similar  con¬ 
struction  in  the  locality  as  determined 
by  the  Secretary  oi  Labor  in  accordance 
with  the  Davis-Bacon  Act,  as  amended 
(40  U.S.C.  276a  et  seq.)  and  as  it  may  be 
amended  from  time  to  time.  No  asdst- 
ance  shall  be  extended  under  this  part 


for  any  Project  without  first  obtaining 
adequate  assurance  that  these  labor 
standards  wiU  be  maintained  upon  the 
construction  work  involved  in  Land  De¬ 
velopment  within  the  Project.  The  Secre¬ 
tary  of  Labor  shall  have,  with  respect  to 
the  labor  standards  specified  in  this  para¬ 
graph,  the  authority  and  functions  set 
forth  in  Reorganization  Plan  No.  14  of 
1950  (5  U5.C.  p.  242)  and  (40  U.S.C. 
276c) .  Proceeds  of  debt  obligations  guar¬ 
anteed  under  this  Part  may  not  be  dis¬ 
bursed  to  a  Developer  with  respect  to 
Land  Development  construction  unless 
these  labor  standards  have  been  complied 
with  to  the  satisfaction  of  the  Secretary. 

(2)  AU  construction  contracts  and 
subcontracts  for  Land  Development  as¬ 
sisted  under  this  Part  shall  contain  labor 
standards  clauses  in  furtherance  of  the 
Act  and  of  the  applicable  regulations  of 
the  Secretary  of  Labor  as  they  may  be 
amended  from  time  to  time.  The  Devel¬ 
oper  shaU  comply  with  the  provisions  of 
said  labor  standards  clauses.  The  regu¬ 
lations  of  the  Secretary  and  the  Secre¬ 
tary  of  Labor  with  respect  to  ineligible 
contractors  shall  be  observed  by  the  De- 
velc^ier.  The  Developer  shall  furnish  such 
certification  for  filing  as  necessary  to  as¬ 
sure  compliance  with  the  provisions  of 
said  labor  standards  clauses. 

(b)  Small  builders.  The  Developer 
shall,  in  a  manner  satisfactory  to  the 
Secretary,  encourage  and  help  maintain 
a  diversified,  local  homebuilding  industry 
by  making  an  adequate  supply  of  build¬ 
ing  sites  available  to  local  and  small 
builders  and  contractors  at  competitive 
prices  and  terms. 

(c)  Work  safety  and  health  standards. 
No  laborer  or  mechanic  employed  by  the 
Developer  or  by  contractors  or  su^on- 
tractors  in  Land  Development  assisted 
under  this  Part  shall  be  required  to  work 
in  surroimdings  or  under  working  con¬ 
ditions  which  are  insanitary,  hazardous, 
or  dangerous  to  his  health  or  safety  as 
determined  under  construction  safety 
and  health  standards  promulgated  by 
the  Secretary  of  Labor  by  regulation 
pursuant  to  Section  107  of  the  Contract 
Work  Hours  and  Safety  Standards  Act 
(52  U.S.C.  333) . 

(d)  Ineligible  contractors.  No  contract 
shall  be  entered  into  with  a  contractor  or 
subcontractor  where  the  name  of  such 
contractor  or  subcontractor  or  their  af- 
filate’s  name  appears  on  the  Consolidated 
List  of  Debarred,  Suspended  and  In¬ 
eligible  Contractors  and  Grantees  estab¬ 
lished  by  the  Secretary  pursuant  to  the 
regulations  contained  in  24  CFR,  Chapter 
I  Part  24.  Proceeds  of  debt  obligations 
guaranteed  under  this  Part  may  not  be 
disbursed  to  a  Developer  with  respect  to 
Land  Development  performed  by  a  con¬ 
tractor  or  subcontractor  whose  name  or 
whose  afOliate’s  name  appears  on  such 
list. 

(e)  Interstate  land  sales.  The  Devel¬ 
oper  shaU  comply  with  the  regulations 
issued  by  the  Office  of  Interstate  Land 
Sales  (24  CFR.  Chapter  IX) . 

(f)  Relocation.  Relocation  activities 
carried  out  pursuant  to  a  Project  Agree¬ 
ment  ShaU,  to  the  extent  apnlicable. 
comply  with  the  provisions  of  the  Uni¬ 


form  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
(42  U.S.C.  4601  et  seq.) .  and  other  appli¬ 
cable  Federal,  State  and  local  laws  and 
regtilations. 

(g)  Regulation  of  utilities.  Utilities  or 
other  public  facilities  which  are  estab¬ 
lished  to  provide  services  to  a  Project 
and  which  are  operated  by  a  non-public 
body  shall  be  regulated  as  to  rates  and 
charges,  capital  structure,  rate  of  return, 
and  methods  of  operation  by  a  public 
body  or  by  other  means  satisfactory  to 
the  Secretary. 

Subpart  C — Procedures  for  Application, 

Commitment  and  Project  Agreement 

§  720.40  Applicability  of  this  Subpart. 

This  Subpart  describes  the  procedures 
for  applying  for  initial  guarantee  assist¬ 
ance,  a  Determination  of  Eligibility,  and 
additional  guarantee  assistance. 

§  720.41  Inquiry. 

After  acquainting  themselves  with  the 
Act  and  the  Regulations,  prospective  ap¬ 
plicants  for  an  initial  guaranty  or  a  De¬ 
termination  of  Eligibility  are  encouraged 
to  meet  with  the  General  Manager  or  his 
designated  repres^tatives  to  discuss 
their  proposals  and  obtain  an  imder- 
standing  of  the  goals  and  requirements  of 
the  program. 

§  720.42  Pre-application. 

(a)  Purpose.  The  pre-application  pro¬ 
cedures  for  initial  guarantee  assistance 
and  for  a  Determination  of  Eligibility 
imder  the  Act  are  designed  to  provide  an 
Initial  screening,  prior  to  submission  of 
detailed  plans  by  the  Developer.  This  will 
permit  an  initial  determination  as  to 
whether  the  Developer  and  the  selected 
site  have  the  potential  to  comply  with 
the  requirements  of  the  Act,  these  Regu¬ 
lations  and  other  policies  and  priorities 
of  the  Secretary  and  the  Board.  It  will 
also  provide  an  opportunity  to  work  with 
the  Developer  from  the  earliest  stages  of 
Project  planning. 

(b)  Submission.  The  first  formal  step 
by  an  applicant  seeking  assistance  under 
the  Act  is  the  submissicm  of  a  pre¬ 
application  to  the  General  Manager,  New 
Community  Development  Corporation, 
U.S.  Department  of  Housing  and  Urban 
Develcmment.  Washington,  D.C.  20410. 
The  pre-application  should  deal  in  sum¬ 
mary  form  with  the  criteria  for  Project 
evaluation  set  forth  in  Subpart  B  of  this 
Part  and  should  contain  evidence  that 
initial  notice  has  been  submitted  (in  ac¬ 
cordance  with  S  720.43)  to  each  appro¬ 
priate  clearinghouse  for  review  and  com¬ 
ment. 

(c)  Review  and  action.  The  General 
Manager,  upcm  completion  of  his  review 
of  a  pre-application,  shall  Inform  the 
applicant  in  writing  of  his  findings  and: 

(1)  state  his  willingness  to  accept  a 
fuU  application  where  the  pre-applica¬ 
tion  appears  to  meet  and  be  consistent 
with  the  program  criteria  and  priorities 
mentioned  above; 

(2)  discourage  an  application,  listing 
the  reasons  therefor,  where  the  pro¬ 
posal  does  not  appear  to  be  consistent 
with  program  criteria  and  priorities;  or 
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(3)  require  the  resolution  of  certain 
problems  and  issues  before  proceeding 
with  an  application. 

(d)  Significance  of  action.  Acceptance 
of  or  indication  of  willingness  to  accept 
an  application  does  not  constitute  or  im¬ 
ply  an  assurance  of  eventual  approval  of 
such  an  application. 

(e)  Resubmission.  If  the  applicant  is 
not  encouraged  to  submit  an  application, 
but  nevertheless  believes  that  ^e  Project 
may  qualify  under  the  Act,  he  may  re¬ 
submit  the  pre-application  for  further 
review  with  such  changes  as,  in  his  opin¬ 
ion,  will  overcome  the  initial  objections 
of  the  General  Manager. 

§  720.43  Compliance  with  OMB  Circular 
A-95. 

(a)  Applicability  and  purpose.  The 
provision  of  initial  guarantee  assistance 
under  the  Act  is  subject  to  compliance 
with  the  provisions  of  Attachment  A. 
Part  I  of  Circular  A-95  Issued  by  the  Of¬ 
fice  of  Management  and  Budget  (41  FR 
2052). 

(DA  major  purpose  of  the  Circular  is 
to  secure  the  assistance  of  State  and 
areawide  planning  and  development 
clearinghouses  in  the  coordination  of 
proposals  for  Federally  assisted  projects 
and  programs  with  State,  areawide  and 
local  planning  for  orderly  growth  and 
development. 

(2)  To  achieve  this  objective,  the  Cir¬ 
cular  establishes  a  system  for  review  and 
comment  by  appropriate  State,  regional 
and  local  agencies  of  Projects  for  which 
Federal  assistance  is  sought  and  for  ade¬ 
quate  consideration  of  such  comments 
by  the  applicant  prior  to  submission  of 
an  application  and  by  the  concerned  Fed¬ 
eral  agency  prior  to  taking  action  on  such 
application. 

(b)  General  procedures.  Detailed  in¬ 
structions  for  cwnpliance  will  be  pro¬ 
vided  at  the  time  of  inquiry  (§  720.41). 
In  general,  the  following  procedures  shall 
be  adhered  to  with  respect  to  Projects 
for  which  assistance  is  sought  under  the 
Act. 

(1)  Notification,  (i)  At  the  earliest 
possible  time,  but  no  later  than  the  sub¬ 
mission  of  the  pre-application  (§  720.42) 
to  the  (General  Manager,  the  applicant  is 
required  to  provide  notification  (includ¬ 
ing  a  summary  description  of  the  Project 
as  specified  in  Circular  A-95)  of  intent 
to  apply  for  assistance  under  the  Act  to 
the  clearinghouse  of  the  State  and,  if  one 
exists,  of  the  region  in  which  the  Project 
is  to  be  located.  Each  clearinghouse  un¬ 
der  Circular  A-95  has  up  to  30  days  after 
receipt  of  the  notification  to  transmit  to 
the  applicant  any  comments  or  recom¬ 
mendations  which  it  or  its  constituent 
agencies  may  have  with  respect  to  tba 
Project. 

(ii)  The  applicant  shall  forward  copies 
of  any  communications  received  from 
each  clearinghouse,  together  with  a  sum¬ 
mary  of  the  nature  and  status  of  oral 
consultations,  if  any,  with  each  clearing¬ 
house,  to  the  General  Manager.  No  final 
action  on  a  pre-application  proposal  shall 
be  taken  until  the  General  Manager  has 
received  either  (A)  copies  of  all  written 
communications  and  a  summary  of  all 
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oral  commimications  with  each  clearing¬ 
house  following  the  notification  or  (B) 
a  statement  from  the  applicant  that  at 
least  30  days  have  elapsed  since  the  filing 
of  notification  with  each  appropriate 
clearinghouse  and  that  no  response 
therefrom  has  been  received. 

(2)  Application  review  and  comment. 
(i)  Before  submission  to  the  CJeneral 
Manager,  the  applicant  shall  send  a  copy 
of  the  proposed  application  to  each  clear¬ 
inghouse  for  review  and  comment.  Each 
clearinghouse  under  Circular  A-95  has 
up  to  30  days  after  receipt  in  which  to 
review  the  completed  application  and  to 
transmit  to  the  s^plicant  any  comments 
or  recommendations  the  clearinghouse  or 
its  constituent  agencies  may  have.  The 
applicant  shall  give  appropriate  consid¬ 
eration  to  such  comments  and  recom¬ 
mendations,  including  such  modification 
of  the  application  as  may,  in  the  appli¬ 
cant’s  judgment,  be  appropriate.  If  sub¬ 
stantive  changes  in  the  application  are 
made  at  this  point,  the  revised  proposed 
application  shall  be  submitted  to  each 
clearinghouse  for  further  review  and 
comment. 

(ii)  Copies  of  any  comments  and  rec¬ 
ommendations  made  by  or  through  each 
clearinghouse,  together  with  a  state¬ 
ment  that  such  comments  have  been  con¬ 
sidered,  shall  be  appended  to  the  appli¬ 
cation  submitted  to  the  General  Man¬ 
ager  (§720.44).  No  application  shall  be 
processed  by  the  General  Manager  unless 
it  contains  either  (A)  materials  described 
in  the  preceding  sentence  or  (B)  a  state¬ 
ment  from  the  applicant  that  the  pro¬ 
cedures  outlined  in  this  section  have  been 
followed  and  that  no  comments  or  rec- 
ommaidations  have  been  received  from 
the  appropriate  clearinghouses. 

(c)  Other  procedural  requirements. 

(1)  Any  substantial  amendments  to  an 
application  made  after  submission  to  the 
(ieneral  Manager  will,  at  the  applicant’s 
initiative  or  at  the  request  of  the  General 
Manager,  be  sent  by  the  applicant  to 
each  clearinghouse  for  review  and  com¬ 
ment.  In  such  a  case,  the  procedures  set 
forth  in  paragraph  (b)  (2)  of  this  section 
shall  be  followed. 

(2)  An  application  for  additional 
guarantee  assistance  may.  at  the  deter¬ 
mination  of  the  General  Manager,  re¬ 
quire  compliance  with  the  procedures  as 
outlined  in  paragraph  (b)  of  this  section. 

(3)  Any  request  for  modification  of 
the  procedures  set  forth  in  this  section 
shall  be  submitted  in  writing  to  the  Gen¬ 
eral  Manager. 

§  720.44  Application  for  assistance. 

An  application  for  initial  guarantee 
assistance  (see  §  720.49  concerning  ad¬ 
ditional  goiarantee  assistance)  or  for  a 
Determination  of  Eligibility  may  be  sub¬ 
mitted  to  the  General  Manager  follow¬ 
ing  submission  and  review  of  pre-appli¬ 
cations  pursuant  to  §  720.42  and  upon 
payment  of  the  application  charge  spec¬ 
ified  in  §  720.81(a) .  The  application  shall 
contain  information,  supporting  docu¬ 
mentation  and  analysis  adequate  to  en¬ 
able  the  Secretary,  acting  through  the 
Corporation,  to  make  a  determination  as 
to  whether  or  not  the  Developer  and  the 
proposed  Project  meet  the  requirements 


of  the  Act,  of  these  Reg\Uations  and 
other  policies  of  the  Secretary  and  the 
Corporation.  Applications  shidl  be  in  a 
format  specified  in  instructions  Issded  by 
the  General  Manager  and  may  be  sub¬ 
mitted  in  stages  or  parts  so  that  basic 
obstacles  to  Project  approval  can  be 
identified  early  in  the  application 
process. 

§  720.45  Compliance  with  National  En¬ 
vironmental  Policy  Act. 

(a)  Applicability  and  purpose.  Assist¬ 
ance  xmder  the  Act  is  subject  to  compli¬ 
ance  with  the  National  Environmental 
Policy  Act  of  1969  (42  U.S.C.  4321  et 
seq.)  (NEPA)  and  with  issuances  im¬ 
plementing  NEPA  which  have  been  pro¬ 
mulgated  by  the  Council  on  En  vironmen¬ 
tal  (Quality  (CEQ),  (40  CFR  Part  1500) 
and  by  HUD  (HUD  Handbook  1390.1,  as 
amended;  38  FR  19182,  39  FR  38922;  41 
PR  23878).  The  purpose  of  this  section  is 
to  indicate  to  applicants  and  others  the 
effect  of  such  compliance  by  the  Secre¬ 
tary  upon  the  procedures  and  timing  for 
processing  and  taking  action  on  applica¬ 
tions  for  assistance  under  the  Act.  In¬ 
terested  individusds  should  consult  the 
above-cited  issuances  for  detailed  poli¬ 
cies  and  procedures. 

(b)  General  procedures  for  Compli¬ 
ance.  (1)  Draft  environmental  impact 
statement,  (i)  Preparation.  Based  upon 
an  analysis  of  the  application  submitted 
in  accordance  with  §  720.44  and  such 
other  information  as  may  be  needed  for 
this  purpose,  the  General  Manager  shall 
prepare  a  draft  environmental  impact 
statement  addressing  the  issues  set  forth 
in  section  102(2)  (c)  of  NEPA  (42  U.S.C. 
4332(c))  and  in  accordance  with  appli¬ 
cable  policies,  guidelines  and  procedures 
pursuant  thereto.  Normally  draft  state¬ 
ments  will  be  prepared  within  60  days 
after  receipt  by  the  General  Manager  of 
a  complete  application.  Such  time  period 
is,  however,  subject  to  adjustment  de¬ 
pending  on  the  complexity  of  the  Proj¬ 
ect,  the  existence  of  unusual  environ¬ 
mental  issues,  and  the  adequacy  of  the 
information  Included  in  the  application. 

(ii)  Circulation.  After  Internal  clear¬ 
ance  within  the  Department  in  accord¬ 
ance  with  HUD  regulations  (normally 
up  to  30  days) .  the  draft  statement  will 
be  circulated  for  review  and  comment  to 
relevant  Federal,  State,  and  local  agen¬ 
cies  and  made  available  to  the  public. 
TTie  period  for  comment  is  45  days  sub¬ 
ject  to  extensions  of  up  to  15  additional 
days,  if  necessary,  upon  request  to  HUD. 

(2)  Final  environmental  impact  state¬ 
ment.  Based  upon  consideration  of  the 
comments  on  the  draft  statement  and 
such  other  analyses  as  may  have  been 
performed,  the  General  Manager  shall 
prepare  a  final  environmental  impact 
statement.  The  final  statement  shall  in¬ 
clude  a  discussion  of  problems  and  ob¬ 
jections,  if  any,  raised  by  reviewing  agen¬ 
cies  and  the  public  and  a  statement  of 
the  disposition  of  issues  involved.  The 
final  statement,  together  with  comments, 
shall  be  filed  with  the  C7EQ,  sent  to  ap¬ 
propriate  agencies,  and  made  available 
to  the  public.  The  period  for  comment  on 
the  final  statement  is  30  days  from  the 
date  of  filing  with  the  UEQ. 
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(3)  OUer  of  commitment.  For  pur¬ 
poses  of  compliance  with  NEPA  and  CEQ 
guidelines,  the  “major  Federal  action 
significantly  affecting  the  quality  at  the 
human  environment’*  Is  the  offer  of  com¬ 
mitment  as  described  In  §  723.46.  In  ac¬ 
cordance  with  applicable  regulations,  no 
offer  of  commitment  shall  be  made 
sooner  than  90  days  after  a  draft  state¬ 
ment  has  been  circulated,  nor  sooner 
than  30  days  after  the  final  statement 
has  been  filed  with  the  CEQ,  sent  to  ap¬ 
propriate  agencies,  and  made  available 
to  the  public. 

(c)  Exceptions  to  compliance  proce¬ 
dures.  Exceptions  to  the  above  procedures 
are  permitted,  imder  imusual  circum¬ 
stances,  by  the  CEQ  guidelines.  Circiun- 
stances  which  might  warrant  such  an 
exception  should  be  brought  to  the  at¬ 
tention  of  the  General  Manager  by  the 
applicant  as  soon  as  possible. 

(d)  Issuance  of  environmental  impact 
statement  during  project  execution.  Any 
proposed  change  In  the  Development 
Plan  of  an  approved  Project  which,  In  the 
determination  of  the  Secretary,  would 
constitute  a  “major  Federal  action  sig¬ 
nificantly  affecting  the  quality  of  the  hu¬ 
man  environment”  shall  require  circula¬ 
tion  of  an  environmental  Impact  state¬ 
ment.  No  approval  of  such  a  change  shall 
be  made  imtU  after  full  compliance  with 
the  review  procedures  of  NEPA  and  CEQ 
guidelines. 

§  720.46  Commilment. 

(a)  Review  and  action.  After  review  of 
the  complete  application,  the  Secretary 
shall  either  Issue  an  offer  of  commit¬ 
ment,  require  changes  In  the  application 
before  an  offer  of  commitment  can  be 
issued,  or  deny  the  application. 

(b)  Offer  of  commitment.  If  the 
General  Manager’s  determination  re¬ 
ferred  to  in  §  720.44  is  favorable  to  the 
applicant,  the  Secretary  (acting  through 
the  Corporation)  may  address  a  letter  to 
the  applicant  stating,  in  effect,  that  based 
upon  the  Information  c(mtalned  in  the 
applicant’s  pre£4>Pllcation  and  ainiUca- 
tion  and  any  other  Information  which 
may  have  b^n  reviewed  by  the  Secre¬ 
tary,  the  Secretary  is  prepared  to  enter 
into  a  Project  Agreement  regarding  (1) 
a  Determination  of  Eligibility,  or  (11)  the 
guarantee  of  a  specified  maximum  prin¬ 
cipal  amount  of  debt  obligations  to  be  is¬ 
sued  by  the  Developer.  Such  offer  .shall 
be  subject  to  approval  by  the  Secretary 
of: 

(1)  The  initial  investors  (in  the  case  of 
a  private  sale  of  such  obligations)  or  the 
terms  and  conditions  of  the  underwriting 
(in  the  case  of  a  public  sale  of  such  ob¬ 
ligations)  if  the  debt  obligations  are  not 
sold  to  the  Federal  Financing  Bank 
( 1720.28(b) ); 

(2)  ’The  ra^  of  interest  to  be  borne  by 
such  obligations  or  the  formula  by  which 
such  rate  shall  be  determined  if  such 
obligations  are  not  purchased  by  the  Fed¬ 
eral  Financing  Bank; 

(3)  The  repayment  and  maturity  pro¬ 
visions  of  such  obligations; 

(4)  ’The  specific  measures  for  the  pro¬ 
tection  of  the  security  interests  of  the 


United  States,  and  release  of  liens,  and 
payment  of  taxes; 

(5)  All  other  terms  and  conditions  of 
the  financing  arrangements  which  affect 
the  interests  of  the  United  States;  and 

(6)  Such  further  conditions  as  the 
Secretary  may  prescribe. 

(c)  Acceptance  of  offer  of  commit¬ 
ment.  The  offer  of  commitment  shall  ex¬ 
pire  120  days  after  the  issuance  thereof 
unless  accepted  by  the  applicant  during 
such  period  by  payment  of  the  commit¬ 
ment  charge  specified  in  $  720.81(b)  and 
by  meeting  such  conditions  to  accept¬ 
ance  as  the  Secretary  may  impose.  The 
Secretary  may  in  his  discretion  extend 
the  expiration  date  of  the  offer  of  com¬ 
mitment.  Within  120  days  after  the  ex¬ 
piration  of  such  offer  of  commitment,  the 
applicant  may  request  in  writing  to  the 
Secretary,  accompanied  by  tender  of  the 
commitment  charge  and  the  reopening 
charge  as  specified  in  $  720.81  (b)  and 
(c),  that  the  offer  be  reopened.  If  the 
Secretary  in  his  discretion  approves 
such  a  request,  the  offer  may  ac¬ 
cepted  by  the  applicant.  An  accepted 
offer  of  commitment  shall  remain  effec¬ 
tive  as  a  commitment  to  enter  into  a 
Project  Agreement  pursuant  to  5  720.47 
for  six  (6)  months,  at  which  time  the 
commitment  shall  expire  unless  the  ap¬ 
plicant  has  taken  all  st^  that  the  Sec¬ 
retary  determines  to  be  required  imder 
this  Part  as  a  prerequisite  to  the  execu¬ 
tion  of  such  Project  Agreement  or  unless 
such  six  (6)  month  period  is  extended  at 
the  discretion  of  the  Secretary. 

§  720.47  Project  agreement  and  other 
agreements.  ^ 

(a)  Project  Agreement.  Following  ac¬ 
ceptance  of  the  offer  of  commitment  by 
the  applicant  (§  720.46(c) ),  and  before 
or  simultaneously  with  the  making  of 
any  guarantee  or  Determinaticm  of  Eligi¬ 
bility,  the  Devel(H>er  shall  be  required  to 
enter  into  a  Project  Agreement  satisfac¬ 
tory  to  the  Secretary.  The  Project  Agree¬ 
ment  shall  set  forth  the  understandings 
of  the  Secretary  and  the  Developer  with 
respect  to  implementation  of  the  entire 
Project  during  the  development  period. 
’Rie  Project  Agreement  shall  also  set 
forth  the  Developer’s  agreement  to  carry 
out  the  Project  in  accordance  with  ap¬ 
plication  documents  and  other  informa¬ 
tion  and  plans,  as  approved  or  deoned 
relevant  by  the  Secretary,  and  the  Sec¬ 
retary’s  agre«nent  to  guarantee  debt  ob- 
Ugaticms  of  the  Developer  issued  pursu- 
sint  to  those  plans,  subject  to  the  limita¬ 
tions  set  for^  in  the  Act,  these  Regula¬ 
tions  and  the  Project  Agreement.  The 
Project  Agreonent  (or  a  related  agree- 
moit)  shall  further  include: 

(1)  An  express  covenant  to  the  effect 
that  the  United  States’  interest  in  the 
Project  is  not  limited  to  its  financial 
interest,  but  extends  to  accomplishment 
of  the  public  purposes  of  the  Act; 

(2)  A  Devdopment  Plan  setting  forth 
the  objectives,  plans  and  undertakings 
of  the  Developer  over  specific  time  pe¬ 
riods  to  assure  the  Secretary  of  compli¬ 
ance  with  the  purposes  of  the  Act  and 
with  these  Regulations  as  they  may  be 
amended  during  the  develc^ment  period 


and  to  protect  the  Secretary’s  financial 
interest  as  guarantor  of  the  debt  obliga¬ 
tions; 

(3)  Provisions  setting  forth  the  duties 
and  responsibilities  of  the  Developer  with 
respect  to  parts  or  portions  of  the  Project 
which  will  not  be  carried  out  by  the 
Developer; 

(4)  Provisions  governing  tiie  security 
to  be  provided  to  the  United  States; 

(5)  Provisions  setting  forth  the  rl^ts 
and  remedies  of  the  United  States  in  the 
event  cf  default,  including  rights  to  seek 
injunctive  or  other  equitable  relief; 

(6)  l^>ecial  provisions  as  necessary  to 
assure  compliance  with  environmental, 
equal  opportunity,  relocation,  historic 
preservation,  barrier-free,  labor  stand¬ 
ards,  and  other  particular  requirements; 

(7)  Duties  of  the  Developer  to  provide 
information,  data,  and  reports  as  re¬ 
quired  by  the  Secretary;  maintain  ade¬ 
quate  books  and  records;  and  permit  and 
provide  as  necessary  for  inspections  and 
on-site  examinations  by  or  on  behalf  of 
the  Secretary;  and 

(8)  Such  other  provisions  as  the  Sec¬ 
retary  may  require  as  necessary  or  ap¬ 
propriate  to  assure  adherence  to  the 
Project  as  approved,  to  the  provisions  of 
the  Act  or  of  these  Regulations,  or  to 
protect  the  United  States  against  loss. 

(b)  Other  agreements.  The  Developer, 
and  such  other  parties  as  the  Secretary 
shall  designate,  shall  execute,  simul¬ 
taneously  with  the  Project  Agreement, 
an  Indenture,  and  such  other  documents 
as  may  be  appropriate,  all  of  which  shall 
be  satisfactory  to  the  Secretary. 

§  720.48  Issuance  of  guaranteed  obliga¬ 
tions. 

Pursuant  to  the  Project  Agreement 
($720.47)  and  upon  satisfaction  of  the 
conditions  specified  in  such  Agreement, 
the  Secretary  shall  endorse  his  guarantee 
upon  debt  obligations  duly  issued  by  the 
Developer  pursuant  to  a  purchase  or  un¬ 
derwriting  agreement  aivroved  by  the 
Secretary.  The  guarantee  fee  specified  in 
1 720.81(d)  shall  be  paid  at  the  time  any 
guarantee  is  made,  subject  to  waiver  in 
whole  or  in  part,  at  the  discretion  of  the 
Secretary,  in  the  case  of  debt  obligations 
issued  by  a  Public  Developer. 

§  720.49  .4dditional  guarantee  assist¬ 
ance. 

(a)  Applications.  Developers  whose 
debt  obligations  have  been  guaranteed 
under  the  Act  in  an  amount  less  than  the 
statutory  maximum  of  $50,000,000  per 
Project,  may  submit  to  the  General  Man¬ 
ager  an  application  for  additional  guar¬ 
antee  assistance,  subject  to  this  maxi¬ 
mum.  ’The  a];H>lication  shall  be  prepared 
in  accordance  with  instructions  of  the 
General  Manager  who  shall  commence 
review  of  such  application  imon  receipt 
of  the  iqjpllcation  charge  specified  in 
$  720.81(a) .  The  application  shall  contain 
sufficient  information,  supporting  docu¬ 
mentation,  and  analysis  to  enable  the 
Secretary,  acting  through  the  CTorpora- 
tion,  to  make  a  determination  as  to 
whether  or  not  the  Developer  and  the 
Project  meet  the  requiremoits  of  the 
Act,  these  Regulations,  and  other  poll- 
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cies  of  the  Secretary  and  the  Corporation. 
Applications  shall  be  in  a  form  specified 
in  instructions  issued  by  the  ^neral 
Manager  and  may  be  submitted  in  stages 
or  parts  so  that  basic  obstacles  to  issu¬ 
ance  of  an  offer  of  commitment  can  be 
identified  early  in  the  application  process. 

(b)  Additional  information.  In  addi¬ 
tion  to  consideration  of  the  application, 
the  Secretary,  acting  through  the  Cor* 
poration,  may  base  his  determination  of 
whether  to  provide  additional  guarantee 
assistance  on: 

(DA  revaluation  of  the  security; 

(2)  The  results  of  one  or  more  market 
studies  commissioned  or  undertaken  by 
the  Secretary; 

(3)  An  audit  report  on  the  Project 
prepared  by  a  certified  public  account¬ 
ant.  or  public  accountant  licensed  by  a 
regulatory  authority  of  a  State  or  other 
political  subdivision  prior  to  December 
31,  1970,  under  instructions  approved  by 
the  Secretary;  and 

(4)  Such  other  Information,  reports 
and  analyses  as  the  Secretary  may  deem 
appropriate. 

(c)  Processing  requirements.  The  pro¬ 
visions  of  §§  720.43(b),  720.45(d),  720.46 
and  720.47  shall  be  applicable  to  the 
processing  of  applications  for  additional 
guarantee  assistance. 

§  720.50  Projects  initiated  under  the 
New  Communities  Act  of  1968. 

A  Developer  to  whom  a  commitment  of 
guarantee  assistance  has  been  offered 
under  the  New  Communities  Act  of  1968 
(42  U.S.C.  3901  et  seq.)  may  elect,  as  to 
any  outstanding  portion  of  such  com¬ 
mitment,  to  proceed  under  the  Act  and 
this  Part  or  to  proceed  under  the  New 
Communities  Act  of  1968  and  the  reg¬ 
ulations  issued  thereunder.  If  the  De¬ 
veloper  elects  to  proceed  imder  the  Act, 
it  may  do  so  only  after  the  Secretary 
has  determined  that  the  Developer  and 
the  Project  have  satisfied  aU  require¬ 
ments  of  the  Act  and  have  met  the 
standards  and  criteria  of  these  Regula  ¬ 
tions.  All  preapplication  proposals,  ap¬ 
plications,  and  materials  in  support 
thereof,  submitted  in  respect  of  Projects 
for  which  no  commitment  has  been  of¬ 
fered  under  the  New  Communities  Act 
of  1968,  shall  be  deened  submitted  under 
the  Act  and  this  Part. 

Subpart  D— Project  Execution  and 
Monitoring 

§  720.60  Applicability  of  this  Subpart. 

This  Subpart  is  applicable  to  the  mon¬ 
itoring  of  Projects  which  have  received 
a  guarantee  or  a  Determination  of  Eli¬ 
gibility. 

§  720.61  Purpose. 

Among  the  purposes  of  Project  moni¬ 
toring  and  evaluation  are  the  following: 

(a)  To  protect  the  security  interests 
of  the  Unit^  States. 

(b)  To  facilitate  the  measurement  and 
evaluation  of  the  progress  of  each  Proj¬ 
ect  throughout  the  development  period 
in  compliance  with  the  objectives  and 
requirements  of  the  Act,  the  Regulations 
and  the  Project  Documents. 


(c)  To  provide  the  Secretary  with  the 
opportimity  to  take  appropriate  and 
timely  action  to  resolve  Project  prob¬ 
lems  and  to  assist  the  Developer. 

(d)  To  facilitate  the  retrieval  and  as¬ 
sembly  of  relevant  data,  statistics  and  in¬ 
formation  in  a  uniform  format  for  the 
purpose  of : 

(1)  Analyzing  Project  problems  and 
experiences: 

(2)  Evaluating  program  effectiveness 
with  respect  to  overall  new  cqmmimity 
program  goals  and  in  conjunction  with 
national  urban  growth  policy; 

(3)  Making  comparisons  among  Proj¬ 
ects;  and 

(4)  Developing  basic  educational  and 
training  materials  for  Developers,  insti¬ 
tutions  and  others  interested  and  in¬ 
volved  in  new  community  development. 

(e)  To  encourage  evaluation  and  mon¬ 
itoring  of  the  Project  by  the  Developer, 
independent  of  Federal  requirements, 
pursuant  to  soimd  management  practices. 

§  720.62  Inspection. 

The  Secretary  shall  be  afforded  access 
to  the  Project  site  and  to  the  records  of 
the  Developer  and  Subsidiaries  at  all 
reasonable  times  for  purposes  of  inspec¬ 
tion  and  monitoring  of  Project  develop¬ 
ment. 

§  720.63  Reporting  requirements. 

(a)  General  requirement.  To  ensure 
that  the  Project  is  being  executed  in  a 
manner  consistent  with  the  objectives  of 
the  Act  and  as  provided  in  the  Project 
Documents,  the  Developer  shall  be  re¬ 
quired  to  submit  periodic  financial  and 
non-financial  reports  and  projections  on 
Project  execution. 

(b)  Financial  reports.  Financial  re¬ 
ports  shall  be  prepared  and  submitted  ac¬ 
cording  to  requirements  of  §  720.32 (p) 
except  that  Projects  receiving  a  Deter¬ 
mination  of  Efiigibility  shall  follow  these 
requirements  as  adapted  by  the  Secre¬ 
tary  to  the  organizational  and  financial 
structure  of  the  Developer  and  described 
in  Project  Documents. 

(c)  Non~financial  reports.  Non-finan¬ 
cial  reports,  consisting  of  statistical  and 
narrative  information  in  a  format  speci¬ 
fied  by  the  Secretary,  will  be  prepared 
and  submitted  as  set  forth  in  Uie  Proj¬ 
ect  Documents. 

(d)  Other  reports.  Other  reports  and 
studies  specifically  required  by  the  Sec¬ 
retary  are  identified  in  Project  Docu¬ 
ments.  In  addition,  the  Developer  shall 
furnish  to  the  Secretary  any  reports  or 
analyses  reviewing  or  evaluating  any 
aspect  of  the  Project  undertaken  by,  for 
or  on  behalf  of  the  Developer,  any  Fed¬ 
eral,  State  or  Local  Public  Body  or  any 
other  Person  as  well  as  such  other  infor¬ 
mation  with  respect  to  the  Project  as 
the  Secretary  may  from  time  to  time 
request. 

(e)  Special  notification  requirements. 
The  Developer  shall  ascertain  and  give 
immediate  notice  to  the  Secretary  of  any 
facts  or  conditions  which  may  adversely 
and  substantially  affect  or  impede  the 
implementation  of  the.  Project,  includ¬ 
ing:  (1)  notice  of  litigation  affecting  (1) 


the  status  or  powers  of,  or  ownership 
interests  in  the  Developer  or  any  Re¬ 
stricted  Affiliate,  (ii)  outstanding  debt 
obligations,  (iii)  Project  property  or  (iv) 
Project  requirements;  (2)  changes  in 
laws,  ordinances  or  official  plans  related 
to  the  Project;  (3)  major  damage  to 
Project  property;  (4)  work  stoppages  for 
longer  than  five  business  days  on  any 
part  of  the  Project;  (5)  defaults  on  con¬ 
tracts  or  sub-contracts  covering  Project 
activities  and  (6)  changes  in  financial 
conditionof  any  shareholder,  principal 
or  partner  of  the  Developer. 

§  720.64  Internal  monitoring  and  evalu¬ 
ation. 

(a)  Internal  reporting  and  monitor¬ 
ing.  The  Developer  shall  develop  an  in¬ 
ternal  reporting  and  monitoring  system 
to  meet  it$  own  management  needs 
which  is  compatible  with  requirements 
and  guidelines  established  by  the  Sec¬ 
retary. 

(b)  Developer’s  evaluation.  The  De¬ 
veloper  shall  undertake  evaluation  as  an 
integral  part  of  its  monitoring  activities 
in  order  to  provide  a  continuing  assess¬ 
ment  of  performance  and  development 
progress  measured  against  approved 
goals  and  projections. 

(c)  Secretaip’s  evaluation.  The  Secre¬ 
tary  may  contract  with  outside  experts, 
imdertake  field  surveys,  and  make  use  of 
other  Federal  agencies  for  the  purpose  of 
evaluating  approved  Projects. 

§  720.65  Amendments  and  waivers. 

Development  Plans,  financial  require¬ 
ments  and  all  other  terms  and  conditions 
in  the  Project  Agreement,  Indenture  and 
other  Project  Documents  that  do  not 
specifically  require  the  consent  of  all  or 
a  portion  of  the  holders  of  the  guaran¬ 
teed  debt  obligations  that  were  initially 
approved  by  the  Secretary,  may  be 
amended  or  waived.  All  proposals  by  the 
Developer  for  amendments  or  waivers 
shall  be  submitted  to  the  Secretary  for 
approval.  The  Secretary  may  recom¬ 
mend  or  require  such  amendments, 
modifications  or  waivers  as  he  shall  deem 
necessary  or  desirable  to  ensure  the  fi¬ 
nancial  viability  of  the  Project,  to  pro¬ 
tect  the  security  interests  of  the  United 
States  or  to  otherwise  preserve  his  ability 
to  carry  out  the  purposes  of  the  Act. 

§  720.66  Remedies  of  the  Secretary. 

(a)  General.  The  Secretary  shall  have 
the  remedies  set  forth  in  the  Project 
Documents,  together  with  such  other 
remedies  as  are  available  at  law  or 
equity. 

(b)  Foreclosure.  (1)  When  an  event 
occurs  which,  under  the  Project  Docu¬ 
ments,  entitles  the  Secretary  or  the 
Trust^  to  foreclose  against  any  of  the 
real  property  subject  to  the  lien  of  the 
Indenture,  tiie  Secretary  or  the  Trustee 
may  foreclose  in  full  or  in  part,  regard¬ 
less  of  whether  acceleration  of  maturity 
of  any  outstanding  guaranteed  debt  ob¬ 
ligations  has  occurred. 

(2)  The  Secretary  shall  have  no  obli¬ 
gation  to  accelerate  the  maturity  of  any 
guaranteed  debt  obligations  regardless  of 
the  amount  realized  from  foreclosure. 
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(c)  Extinguishment.  (1)  The  authority 
to  extinguish  granted  to  the  Secretary 
under  42  UJS.C.  4527(3)  and  under  the 
Project  Documents  may  be  exercised  by 
the  Secretary  to  extinguish  rights  and 
equities  of  redemption. 

(2)  No  compensation  shall  be  payable 
to  any  party  on  account  of  the  extin¬ 
guishment  of  any  of  such  party’s  rights. 

(d)  Deed  in  lieu  of  foreclosure.  The 
Secretary  may  accept  a  deed-in-lieu  of 
foreclosure  upon  terms  and  conditions 
satisfactory  to  him. 

Subpart  E — Other  Assistance 
§  720.70  Applicability  of  this  Subpart. 

This  Subpart  applies  to  assistance, 
other  than  guarantee  assistance,  avail¬ 
able  under  the  Act  and  other  provisions 
of  law  to  assist  in  carrying  out  Projects 
for  which  guarantee  assistance  has  been 
provided  under  the  Act  or  for  which  a 
Determination  of  Eligibility  has  been 
made. 

§  720.71  Multiple  forms  of  assistance. 

The  award  of  any  form  of  assistance 
provided  under  this  Subpart  shall  not  in 
itself  exclude  the  availability  of  any 
other  form  of  assistance  under  this  Sub¬ 
part.  The  availability  of  any  form  of  as¬ 
sistance  imder  this  Subpart  is  not  con¬ 
ditioned  upon  action  taken  with  respect 
to  any  other  form  of  assistance  tmder 
this  Subpart. 

§  720.72  Supplementary  grants. 

Following  ar0  the  general  require¬ 
ments  and  procedures  applicable  to  sup¬ 
plementary  grants  for  public  facilities 
as  describe  in  §  720.1(b)  (2) . 

(a)  Application  for  basic  grant.  'The 
first  step  in  applying  for  a  supplemen¬ 
tary  grant  is  the  submission  of  an  ap¬ 
plication  for  a  grant  (referred  to  herein 
as  the  “basic  grant’’)  under  one  of  the 
statutory  authorities  cited  In  S  720.1(b) 
(2)  (1).  Such  application  and  the  subse¬ 
quent  processing  and  approval  thereof 
must  be  in  accordance  with  the  require¬ 
ments  of  the  Federal  agency  responsible 
for  the  administration  of  the  basic  grant 
program.  No  application  for  a  supple¬ 
mentary  grant  shall  be  accepted  by  the 
General  Manager  unless  an  application 
for  the  corresponding  basic  grant  has 
been  made. 

(b)  Application  for  supplementary 
grant.  An  application  for  a  supplemen¬ 
tary  grant,  in  a  form  prescribed  by  the 
General  Manager,  shall  only  be  made  to 
the  General  Manager  at  or  subsequent 
to  the  time  an  application  for  the  corres¬ 
ponding  basic  grant  is  made.  A  copy  of 
the  application  for  the  basic  grant  shall 
accompany  the  application  for  the  sup¬ 
plementary  grant. 


(c)  Approval  of  supplementary  grant. 
A  supplementary  grant  shall  be  approved 
only  if: 

( 1 )  The  Secretary  determines  that  the 
facility  proposed  to  be  assisted  by  the 
supplementary  grant  is  necessary  or  de¬ 
sirable  for  carying  out  a  Project: 

(2)  ’The  related  basic  grant  has  been 
approved  by  the  basic  granting  agency; 
and 

(3)  A  Project  Agreement  has  been  en¬ 
tered  into  for  the  Project  which  the  fa¬ 
cility  is  intended  to  serve. 

§  720.73  Community  development  block 
grants. 

’Title  I  of  the  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  301) 
authorizes  grant  assistance  for  certain 
community  development  activities,  in¬ 
cluding  such  activities  in  behalf  of  Proj¬ 
ects  under  the  Act  and  under  the  New 
Communities  Act  of  1968  (42  UJS.C.  3901 
et  seq.) .  ’The  policies  and  procedures  ap¬ 
plicable  to  this  program  are  contained 
in  24  CFR,  Part  570.  Developers  and 
others  intending  to  apply  for  assistance 
under  Title  1  in  behalf  of  new  commu¬ 
nities  should  consult  with  the  General 
Manager. 

§  720.74  Federally-assisted  housing. 

Section  8  of  the  United  States  Housing 
Act  of  1937,  as  amended  (42  U.S.C.  1437 
(f),  authorizes  the  making  of  housing 
assistance  payments  on  behalf  of  lower 
income  families  renting  housing  pur¬ 
suant  to  the  United  States  Housing  Act 
of  1937  (42  U.S.C.  1437  et  seq.),  includ¬ 
ing  such  families  renting  such  housing  in 
new  community  Projects.  The  policies 
and  procedures  applicable  to  this  pro¬ 
gram  are  contained  in  24  CTFR,  Ch.  n. 

Subpart  F — Fee  and  Charge  Schedule 
§  720.80  Applicability  of  this  Subpart. 

This  Subpart  specifies  the  fees  and 
charges  which  have  been  established  for 
payment  to  HUD  in  connection  with  ap¬ 
plications  for  and  approval  of  guarantees 
and  other  assistance. 

§  720.81  Fees  and  charges. 

(a)  Application  charge.  A  non-refimd- 
able  application  charge  of  $10,000  shall 
accompany  the  initial  submission  of  all 
or  part  of  an  application  by  a  Public  or 
Private  Developer  for  guarantee  assist¬ 
ance  or  a  Determination  of  Eligibility 
(§  720.44;  §  720.49). 

(b)  Commitment  charge.  A  commit¬ 
ment  charge  equal  to  0.5  percent  of  the 
principal  amount  of  the  guarantee  com¬ 
mitment  by  the  Secretary  up  to  $30  mil¬ 
lion,  and  in  addition,  0.1  percent  of  the 
principal  amount  above  $30  million  shall 
be  paid  by  the  Developer  upon  accept¬ 


ance  of  an  offer  of  commitment  ( §  720.- 
46(c) )  or  at  the  time  a  guarantee  is  made 
(§  720.48) ,  whichever  occurs  first.  Should 
the  Project  become  impractical,  infeasi¬ 
ble,  or  impossible  to  undertake  prior  to  is¬ 
suance  of  a  guarantee,  the  Secretary  may 
refimd  such  portion  of  the  commitment 
charge  as  he  deems  equitable. 

(c)  Reopening  charge.  A  timely  re¬ 
opening  request  (§  720.46(c))  shall  be 
accompanied  by  a  charge  of  0.05  percent 
of  the  expired  offer  of  commitment  for 
guarantee  assistance.  An  offer  of  com¬ 
mitment  which  has  expired  became  of 
the  failure  to  pay  the  commitment  charge 
may  be  reopened  and  accepted  only  upon 
payment  by  the  Developer  of  the  com¬ 
mitment  charge  and  the  reopening 
charge. 

(d)  Guarantee  fee.  A  guarantee  fee 
equal  to  3  percent  of  the  principal 
amount  of  guaranteed  debt  obligations 
shall  be  paid  by  the  Developer  at  the 
time  of  the  issuance  of  such  obligations, 
subject  to  waiver  in  whole  or  in  part  at 
the  discretion  of  the  Secretary. 

(e)  Annual  fee.  An  annual  fee  equal 
to  0.5  percent  of  the  average  principal 
amoimt  of  guaranteed  debt  obligations 
and  unused  guarantee  commitment,  out¬ 
standing  during  the  preceding  year,  shall 
be  paid  cm  the  first  anniversary  date  of 
the  guarantee,  until  the  seventh  anni¬ 
versary  date.  ’Thereafter  an  annual  fee 
of  1  percent  of  the  average  principal 
amoimt  of  guaranteed  debt  obligations 
and  unused  guarantee  commitment  out¬ 
standing  during  the  preceding  year  shall 
be  paid  on  each  sub^uent  anniversary 
date  of  the  initial  guarantee  until  the 
total  debt  obligation  is  paid  in  full.  An¬ 
nual  fees  may.  however,  be  waived  in 
whole  or  in  part  at  the  discretion  of  the 
Secretary. 

(f)  Transfer  charge.  Upon  applica¬ 
tion  for  approval  of  a  si^htution  of 
Developers  (f  720.21(d) ),  a  transfer 
charge  of  0.05  percent  ot  the  unused  por¬ 
tion  of  the  commitment  for  guarantee 
assistance  shall  be  paid  by  either  the 
initial  Develimer  or  the  substitute 
Develimer. 

(Title  Vn  of  the  Hoiislng  and  Urban  Develop¬ 
ment  Act  of  1970  (Part  B  of  the  Urban 
Growth  and  New  Community  Development 
Act  of  1970) ,  42  UB.C.  4511.) 

Effective  date:  This  amendment  to 
chapter  vn  is  effective  on  March  16. 
1977. 

Issued  at  Washington,  D.C.:  Janu¬ 
ary  14.  1977. 

Carla  A.  Hills, 
Secretary  of  Housing  and 
Urban  Development. 
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